MASTER 
NEGATIVE 

NO.  95-82509 


COPYRIGHT  STATEMENT 


The  copyright  law  of  the  United  States  (Title  17,  United  States  Code) 
governs  the  making  of  photocopies  or  other  reproductions  of  copynghted 
materials  including  foreign  works  under  certain  conditions.  In  addition 
the  United  States  extends  protection  to  foreign  works  by  means  of 
various  international  conventions,  bilateral  agreements,  and 
proclamations. 

Under  certain  conditions  specified  in  the  law,  libraries  and  archives  are 
authorized  to  furnish  a  photocopy  or  other  reproduction.  One  of  these 
specified  conditions  is  that  the  photocopy  or  reproduction  is  not  to  be 
"used  for  any  purpose  other  than  private  study,  scholarship,  or  research. 
If  a  user  makes  a  request  for,  or  later  uses,  a  photocopy  or  reproduction 
for  purposes  in  excess  of  "fair  use,"  that  user  may  be  liable  for  copynght 
infringement. 

The  Columbia  University  Libraries  reserve  the  right  to  refuse  to  accept  a 
copying  order  if,  in  its  judgement,  fulfillment  of  the  order  would  involve 
violation  of  the  copyright  law. 


Author: 


Taggart,  P. 


Title: 


Branch  accounts 


Place: 


London 

Date: 

1921 


MASTER   NEGATIVE   # 


COLUMBIA  UNIVERSITY  LIBRARIES 
PRESERVATION  DIVISION 

BIBLIOGRAPHIC  MICROFORM  TARGET 


ORIGINAL  MATERIAL  AS  FILMED  -    EXISTING  BIBLIOGRAPHIC  RECORD 


IT12  TWiggSLvt,  P 

fnoHTGOMERV       BraiJch  accounts  by  P.  Taggart. .  .London,  Pitman, 


1921. 


X,  77  p#       forms.,   ?!-:-  en. 


n 


RESTRICTIONS  ON  USE: 


TECHNICAL  MICROFORM  DATA 


FILM  SIZE:     Pi^^rY\ 


REDUCTION  RATIO: 


lZ:i 


IMAGE  PLACEMENT:  lA   (Iia)    IB      IIB 


DATE  FILMED:     U  f  1  iQb 


INITIALS:     M  •  R  • 


TRACKING  #  : 


M5U  oc.:i2l 


FILMED  BY  PRESERVATION  RESOURCES,  BETHLEHEM.  PA. 


'■^-«f^ 


vA.'/ 


> 

m 


O 


r^ 


P 


'^•^  ^Wj 


CJI 

3 


O  > 
(D  CD 


IS 

i  "D 

N  c/) 


ro 

CJI 

^-< 

OOM 

o 


e- 


V 


'^ 


CJI 

3 


> 

DO 

o  m 
Q.~n 

CD  O 
OQ 


l\)c=: 

^  o  O 


< 

N 


X 

M 


o 


:> 


A^ 


#^. 

^^^ 

%7^ 


<^ 


^^. 


> 


o 

3 
3 


a^ 


A^ 


^%. 


> 


a? 


8 

3 

3 


Cn 


O 


N3 


bo 


c^ 


s  ig 


i^ 


1.0  mm 


1.5  mm 


2.0  mm 


ABCDEFGHIJKLMNOPQRSTUVWXYZ 

abcdclghi|klmnopqr5tuvwKyzl234567890 


ABCDEFGHIJKLMNOPQRSTUVWXYZ 
abcdefghijklmnopqrstuvwxy2l234567890 


ABCDEFGHIJKLMNOPQRSTUVWXYZ 

abcdefghiiklmnopqrstuvwxyz 

1234567890 


ABCDEFGHIJKLMNOPQRSTUVWXYZ 
abcdefghijklmnopqrstuvwxyz 
2.5  mm  1234567890 


V 


fcp 


f^ 


V 


tV 


& 


^d> 


To 


fo 


f^ 


m 

o 

■0  m  "o 

>  C  CO 
I  TJ  ^ 

"CO    = 

m 

30 
O 

m 


^i%. 


'A 


,^v-     ^,m^ 


<^ 


Is 


3i 


<<  3D 

8 


1— • 

l>0 

Ul 

0 

3 
3 

3 
3 

cr 
o  >> 

€^ 

^£ 

is 

»<  3D 

M   CO 

^-< 

00  Ni 

o 


>. 


^-V 


CdmnWa  ©nttJtwttp 

THE  LIBRARIES 


GRADUATE 

SCHOOL  OF  BUSINESS 

LIBRARY 


•^ 


I 


I '-,  ij 


H' 


I 


BRANCH  ACCOUNTS 


BRANCH  ACCOUNTS 


FROM  THE  SAME  PUBLISHERS 

ACCOUNTANCY 

By  P.  W.  PIZLET,  P.C.A.. 

Barrister -at-  Law. 

The  present  work  deals  with  Constructive 
and  Recording  Accountancy,  and  treats 
the  subject  on  a  scientific  basis.  All  the 
principal  statements  of  account  are 
reviewed  and  discussed,  and  the  law 
relating  to  them  is  epitomized  and 
explamed.  In  domy  8vo,  cloth,  318  pp., 
7l.  6d.  net.  ^^ 


ACCOUNTING 

By   SIDIIEY   S.   DAWSOW,   P.C.A..  and 
B.  C.  de  ZOUCHE,  F.CA. 

An  important  work  by  two  well-known 
authorities  on  tho  subject.  It  deals  with 
the  practical  application  of  the  science  of 
accounting  to  many  of  the  problems  with 
which  business  men  and  accountants  are 
confronted.  As  a  reference  book  for 
professional  men,  and  as  a  text-book  for 
students  of  accountancy  the  volume  should 
serve  a  useful  ourpose,  besides  which  it  is 
an  excellent  addition  to  the  literature  of 
this  branch  of  commercial  affairs.  In  demy 
8vo,  cloth  gilt.  290  pp.,  10s.  6d.  net. 


■  *    1 


BY 

P.  TAGGART,  A.S.A.A. 

(OfF,  A.  Cawson,  Taggart  &■  Co.,  Incorporated  Accountants,  Liverpool) 

SPECIAL   LECTURER   IN   ACCOUNTANCY,  UNIVERSITY   OF   LIVERPOOL  ,* 

SECOND   PLACE  HONOURSMAN,    SOCIETY  OF  ACCOUNTANTS  AND 

AUDITORS,  FINAL  EXAMINATION,  1915  ;  DOUBLE  FIRST  PLACE 

HONOURSMAN,  INSTITUTE   OF  MUNICIPAL   TREASURERS 

AND   ACCOUNTANTS   EXAMINATIONS,   1910   AND    1911 


t^^^ 


LONDON 
SIR    ISAAC    PITMAN    &    SONS,    LTD. 
PARKER  STREET,  KINGSWAY,  W.C.2 

BATH,     MELBOURNE,     TORONTO,     NEW     YORK 

1921 


o 

H 

Si 


Printed  by 

Sir  Isaac  Pitman   &  Sons,  Ltd. 

Bath,  England. 


-^   ^\6 


PREFACE 

Students  of  accountancy  in  general,  and  students  of 
Branch  Accounts  in  particular,  find  considerable 
difficulty  in  following  the  principles  of  this  section  of 
accountancy  in  text-books,  which  are  all  too  brief 
in  their  treatment  of  a  body  of  complex  circumstances, 
whilst  text-books  on  Branch  Accounts  and  Multiple 
Shop  Accounts  are  too  loaded  with  details  applying 
to  particular  tj^es  of  organizations  to  present  a  clear 
statement  of  the  broad  features  and  variations  of  the 
subject. 

The  writer's  experience  as  a  lecturer  in  accountancy 
and  book-keeping  has  proved  to  him  the  necessity 
of  considerable  supplementing  of  text-books  by  notes 
and  examples  to  illustrate  the  principles  of  the  subject 
as  applying  to  the  many  types  of  branches,  and  the 
notes  and  examples  used  in  his  lectures  form  the  body 
of  this  book. 

P.   TAGGART. 

Liverpool. 
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INTRODUCTION 

Account  keeping  of  organizations  divided  into 
branches  is  governed  by  two  main  considerations, 
viz :  The  exact  relationship  between  the  branches 
and  the  head  office  (if  any),  and  the  concentration 
or  devolution  of  the  accountancy  labour.  The 
former  consideration  is  obviously  the  more  important, 
involving  as  it  does  matters  of  form,  sectionizing  of 
results,  and  the  application  of  financial  control.  The 
second  consideration  is  one  mainly  affecting  advices 
and  administrative  machinery,  for  given  definite 
circumstances  it  is  a  matter  of  relative  indifference 
whether  the  actual  accountancy  is  performed  at  the 
head  office  or  elsewhere. 

The  subject  should,  therefore,  be  examined  from  the 
point  of  view  of  the  variation  of  types  of  branches, 
that  is  to  say  by  consideration  of  the  relationship 
of  the  branches  to  the  head  office,  and  to  facihtate 
explanations  and  examples  it  is  proposed  to  refer  to 
the  types  of  branches  under  the  following  titles — 

(1)  Autonomous  Branches,  i.e.  branches  pur- 
chasing and  selling  on  their  own  account,  having  a 
discretion  in  matters  of  ordinary  trading  details. 
These  branches  are  (a)  Home  (Chapters  I  and  II), 
and  (b)  Foreign  (Chapter  III). 

(2)  Selling  Branches,  i.e.  branches  receiving 
goods  from  a  central  organization  (including  those 
purchasing  goods  but  referring  accounts  to  head 
office  for  payment).  These  are  subdivided  into 
branches  charged  on  a — 

(a)  Cost  price  basis  for  goods  from  head  of&ce 
(Chapter  IV). 
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(b)  "  Loaded "  price  basis  for  goods  from  head 
office  (Chapter  V). 

(c)  Selling  price  basis  for  goods  from  head  office 
(Chapter  VI). 

(3)  Operating  Branches,  i.e.  branches  carrying 
on  one  main  operation,  e.g.  production  of  a  commodity 
(rubber,  gold,  etc.),  or  purchase  of  raw  materials 
(Chapter  VII). 

(4)  Associated  Undertakings,  i.e.  branches  in- 
dependent in  operation,  but  contributing  to  a  central 
ownership  or  forming  part  of  a  combine  (Chapter  VIII). 

Branches  of  a  mixed  type,  where  some  of  the 
conditions  of  one  class  are  combined  with  those  of 
another  class,  will  be  dealt  with  incidentally  in  the 
course  of  the  text  so  far  as  may  seem  desirable,  but 
the  purpose  of  the  book  is  to  dissect  the  subject 
into  its  simplest  elements  so  that  from  the  main 
outUnes  indicated  a  system  may  be  developed  to  meet 
any  mixed  or  varying  considerations. 

The  •text  has  not  been  loaded  with  illustrations  of 
detail  such  as  counter  records,  sales  books,  invoice 
forms,  advices,  etc.,  as  it  is  felt  that  these  are  largely 
selected  by  reference  to  personal  convenience  and 
choice  and  not  to  the  strict  necessities  of  general 

method. 

It  has  not  been  thought  necessary  to  give  more  than 
inferential  illustrations  of  the  principles  of  Self- 
Balancing  Ledgers  as  applied  to  Branch  Accounts, 
for,  given  an  exposition  of  the  special  features  of 
Branch  Accounts,  the  adaptabihty  of  the  devices 
of  modem  accountancy  thereto  may  be  left  to  the 
reader  and  to  his  further  studies  where  necessary. 
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CHAPTER  I 


autonomous  branches 


The  relationship  between  such  branches  and  the 
head  office  is  simply  that  of  the  proprietorship  of 
the  head  office,  parallel  to  the  position  of  a  sole 
trader  and  his  business,  and,  at  least  so  far  as  the 
branch  is  concerned,  the  accountancy  methods  applied 
answer  very  closely  to  the  parsdlel. 

(a)   BRANCH   BOOKS 

The  head  office  supplies  the  initial  capital  and  this 
is  credited  by  the  branch  to  the  Head  Office  Account, 
i.e.  the  Capital  Account  of  the  branch's  ledger.  The 
trading  operations  are  those  of  an  independent  business 
and  the  books  and  general  methods  adopted  answer 
simply  to  the  nature  of  that  business. 

Remittances,  however,  are  sent  to  the  head  office 
on  a  basis  arranged,  and  to  all  intents  and  piu*poses 
are  equivalent  to  proprietorship  drawings,  and  indeed 
are  so  treated  in  the  Branch  Accounts  by  ultimate 
transfer  of  the  Remittance  Account  to  the  Head 
Office  Account,  as  are  Drawings  transferred  to  a 
Capital  Account  in  the  books  of  a  sole  trader. 

In  one  respect  the  parallel  referred  to  may  be 
departed  from.  Sometimes  the  Fixed  Assets  at  the 
branch  are  not  kept  in  the  branch  books.  If  paid  for 
by  the  head  office  they  may  be  ignored  by  the  branch, 
and  even  if  paid  for  by  the  branch,  they  may  be  written 
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of!  by  debiting  the  cost  to  Head  Office  Account.  This 
variation  is  especially  applicable  to  Foreign  Branches 
where  the  question  of  foreign  currency  values  is 
involved  (see  Chapter  III). 

The  branch  keeps  its  own  Trading  and  Profit  and 
Loss  Account,  balances  its  own  books  and  calculates 
its  profit  which  it  transfers  to  head  office  Account. 
Such  profit  may  not,  of  course,  be  the  true  net  profit, 
as  the  head  office  may  have  paid  some  items  charge- 
able as  the  branch's  expenses,  and  where  Fixed 
Assets  are  not  kept  in  the  branch  books,  depreciation 
adjustments  may  also  be  ignored  by  the  branch. 
Nevertheless  the  branch  computes  the  profit  as 
recorded  in  its  own  books  and  closes  its  books  on  that 
basis,  leaving  the  additional  expenses  and  depreciation 
to  the  head  office  in  the  final  accounting  of  the  whole 
business. 

Exercise  1.  The  A  Branch  of  A  B  &  Co.,  Ltd., 
extracts  the  following  Trial  Balance  at  31st  December 
from  its  ledger.  Show  how  the  branch  books  are 
closed.  Fixtures  are  to  be  written  off  to  the  Head 
Office  Account. 


TRIAL  BALANCE. 


Dr. 


Cf. 


Head  Ofl&ce  Account,  1st  January 

Bank  Balance 

Stock,  1st  January  . 

Purchases  (net) 

Sales  (net) 

Sundry  Debtors  and  Creditors 

Wages    .... 

Sundry  Expenses     . 

Sundry  Income 

Fixtures,  purchased  June 

Remittance  Account 


Stock,  31st  December.  ;^183. 


2,585 
235 


Mif 
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Answer. 

Dr. 


trading  account. 


Cr. 


To  Stock,  1st  Jan.    . 
„   Purchases    . 
„  Gross  Profit 

I 
154 

1,725 

889 

By  Sales    .       .       .       . 
,,   Stock,  31st  Dec. 

£ 
2,585 

183 

;^2.768 

;e2.768 

Dr.                  PROFIT   AND   LOSS   ACCOUNT. 

Cr. 

To  Wages  .... 
„   Sundry  Expenses 
„   Head   Office   (Branch 
profit) 

i 
520 

48 
335 

By  Trading  A/c   (Gross 

profit) 
„   Sundry  Income  . 

i 

889 
14 

4# 

;^903 

;£903 

Dr.                       HEAD   OFFICE   ACCOUNT. 

Cr. 

To  Fixtures  purchased    . 
,.   Remittances 
„  Balance  forward 

160 
240 
495 

By  Balance,  1st  Jan. 
„   Branch  Profit     . 

By  Balance       ... 

£ 
560 

335 

;^895 

£^95 

495 

BRANCH  BALANCE  SHEET  at  31st  December 

Liabilities. 
Sundry  Creditors      . 
Head  Office  Account 

I 
235 

495 

A ssets. 

Bank 

Debtors      .... 
Stock         .... 

£ 
283 

264 

183 

, 

;^730 

^30 

lii 


m 
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NoU.  The  Stock  on  hand  (January),  Purchases, 
Wages,  Sundry  Expenses,  Fixtures  and  Remittance 
Accounts  are  credited  to  complete  the  double  entry 
for  the  above,  and  the  Sales  and  Sundry  Income 
and  the  Stock  on  hand  (December)  Accoimts  are 
debited.  The  accounts  referred  to  in  the  Balance 
Sheet  are  balanced  off  in  the  ordinary  way. 


(b)  HEAD  OFFICE   BOOKS 

The  Head  Office  Ledger  contains  an  account  for 
each  branch  and  also  a  Current  (or  Remittance) 
Account,  which  accounts  should  be,  of  course,  exactly 
similar  m  detail  to  the  Head  Office  Account  and 
Remittance  Account  in  the  Branch's  Ledger.  To 
the  Branch  Account  is  debited  the  initial  capital 
suppHed  to  the  branch,  whilst  to  the  Current  Account 
are  credited  the  remittances  received  during  the  year. 

The  closing  of  the  Head  Office  Books  is  simply  the 
incorporation  of  the  branch  trading  operations  so  as 
to  debit  the  branch  with  the  "  Branch  profit,"  i.e.  to 
continue  the  process  of  maintaining  agreement  between 
the  Head  Office  Accoimt  in  the  Branch  Ledger  and  the 
Branch  Account  in  the  Head  Office  Ledger. 

This  is  performed  by  the  following  double  entry 
posting — 

(a)  Debit  (Branch)  Trading  Account  with  its  opening 
stock  and  purchases  shown  in  Trial  Balance. 

Debit  (Branch)  Profit  and  Loss  Account  with  its 
Wages  and  Expenses  shown  in  Trial  Balance. 

Credit  Branch  Account  with  total  of  above  debits. 

(6)  Debit  Branch  Account  with  its  Sales,  Closing 
Stock  and  Income  shown  in  Trial  Balance. 
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Credit  Branch  Trading  Account  with  Sales  and 
Closing  Stock  shown  in  Trial  Balance. 

Credit  Branch  Profit  and  Loss  Account  with  Sundry 
Income  shown  in  Trial  Balance. 

(c)  Credit  Branch  with  any  item  in  Trial  Balance 
to  be  written  off  Branch  Books  (e.g.  Fixed  Assets). 

Debit  some  (Fixed  Asset  or  other)  Account. 

{d)  Debit  Branch  Current  Account  with  Remittances 
shown  in  Trial  Balance. 

Credit  Branch  Account  with  such  Remittances. 

Two  complications  may  now  be  met,  viz. — 

(1)  The  inclusion  in  the  Nominal  accounts  of  the 
Head  Office  Ledger  of  Branch  Expenses  paid  direct 
and  of  depreciation  adjustments. 

(2)  The  treatment  of  remittances  in  transit  between 
the  branch  and  the  head  office,  which  the  branch 
will  have  debited  to  Head  Office  Account,  but  which 
will  not  come  through  the  Head  Office  Cash  Book 
until  the  following  period. 

The  first  of  these  complications  does  not  affect  the 
Branch  Account,  but  simply  the  Branch  Trading  and 
Profit  and  Loss  Account,  involving  transfers  from  the 
appropriate  Nominal  Accounts  to  the  Branch  Trading 
and  Profit  and  Loss  Account.  The  reader  will  already 
have  noticed  the  use  of  the  term  '*  Branch  Profit  " 
in  place  of  net  profit,  to  distinguish  between  the  profit 
shown  in  the  Branch  Books  and  the  final  profit  on  the 
whole  of  the  head  office  accounts  affecting  the  branch. 

The  second  complication  involves  simply  an  adjust- 
ment of  the  Remittance  Account  to  bring  the  remit- 
tances in  transit  into  the  Head  Office  Books  for  the 
purpose  of  final  balancing,  which  can  be  done  by 
crediting  such  remittances  to  the  Remittance  Account 
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as  a  Balance  and  bringing  the  Balance  down  to  the  new 
period  to  be  met  by  the  cash  posting  when  it  arrives. 

The  simple  principles  of  these  adjustments  may  be 
best  followed  by  reference  to  the  transactions  of  one 
branch  only,  the  basis  of  the  closing  entries  being  the 
Branch  Trial  Balance  and  certificate  of  closing  stock. 

Exercise  2.  The  A  Branch  of  A  B  &  Co.,  Ltd., 
sends  a  copy  of  its  Trial  Balance  and  Stocktaking 
to  Head  Office  {see  Exercise  1).  Head  office  has 
previously  paid  for  fixtures  at  the  branch  which  now 
stand  in  the  books  at  £150,  and  has  paid  £252  for 
rent  and  rates  for  the  year.  Depreciation  at  10  per 
cent,  per  annum  should  be  written  off  old  fixtures 
and  one  half  year's  depreciation  at  the  same  rate 
off  additions.  The  Branch  Remittance  Account 
in  the  Head  Office  Ledger  shows  £220  only,  and  it  is 
found  that  £20  was  in  transit  from  the  branch  and 
appears  in  the  Head  Office  Cash  Book  for  January. 
Show  the  branch  transactions  in  the  Head  Office 
Ledger,  and  provide  for  a  bonus  of  5  per  cent,  of  the 
net  profit  to  be  paid  direct  to  the  Branch  Manager  by 
the  head  office. 


Answer. 
dr.  a  branch  trading  account. 


To  A  Branch  Account — 
Stock,  1st  Jan. 
Purchases 


„  A  Branch,  P.  &  L.  A/c 


154 
1,725 


1.879 
889 


£2.768 


By  A  Branch  Account- 
Sales 
Stock,  31st  Dec. 


Cf. 


2,585 
183 


;^2.768 
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Df.     A   BRANCH   PROFIT 

AND   LOSS   ACCOUNT. 

Cr. 

£ 

£ 

To  A  Branch — 

By  A    Branch    Trading 

Wages 

520 

Account  . 

889 

Sundry  Expenses  . 

48 

„   A  Branch — 

Sundry  Income 

14 

568 

„   Rent  &  Rates  {trans- 

fer from  Nominal 

Account) 

252 

„   Depreciation    of 

Branch  Fixtures — 

10%on;^150;^15 

5%  on  ;^160    8 

— 

23 

„   Reserve  for  Manager's 

Bonus,  5%  of  ;^60  . 

3 

„   Net  Profit  of  Branch 

57 

(carried  to  General 
Account). 

;^903 

;^903 

Dr. 


A   BRANCH   REMITTANCE   ACCOUNT. 


To  A  Branch  Account 


„  Balance  (in  transit) 


£ 

240 


By  Cash     . 
„   Balance  in  transit 
(carried  forward). 


Cr. 


£ 

220 
20 


;£240 


Dr.                           A   BRANCH 

ACCOUNT. 

Cr. 

To  Balance,  1st  Jan. 

£ 

560 

By  A    Branch,    Trading 

£ 

..   A  Branch  Trading  A/c 

2,768 

Account  . 

1,879 

.,   A  Branch,  P.  &  L.  A/c 

14 

„   A  Branch.  P.  &  L.  A/c 
„   A  Branch  Remittance 

568 

Account   . 

240 

„   A   Branch,    Fixtures 

Account  . 

160 

„   Balance 

495 

;^3.342 

;£3,342 

„  Balances,  viz. — 

Stock        .        ;^183 

Bank        .          283 

Debtors    .          264 

730 

Creditors           235 

495 

I 


IS 


2— {1406a) 


8 


Dr. 


BRANCH  ACCOt^NtS 
A  BRANCH   FIXTURES  ACCOUNT. 


Cf. 


To  Balance 
„  A  Branch  Account 


„  Balance 


£ 
150 

160 


£310 


287 


By  A  Branch,  P.  &  L.  A/c 
..  Balance 


23 
287 


£310 


The  double  entry  in  the  above  should  be  clearly 
traced  and  the  difference  between  the  branch  profit 
as  shown  in  branch  books  and  the  net  profit  shown 
above  should  be  carefully  noted. 

The  manager's  bonus  is  credited  to  an  Outstandings 
Account  for  settlement  by  a  subsequent  cash  payment. 

The  branch  balance,  of  course,  appears  in  the  Head 
Office  final  Trial  Balance,  but  although  it  represents 
the  net  value  of  assets  (or  some  of  them)  at  the  branch, 
it  would  not  be  proper  to  enter  these  balances  simply 
into  the  General  Balance  Sheet.  The  correct  method 
is  to  distribute  the  figures  composing  such  balances 
over  the  Balance  Sheet,  entering  branch  bank  balances 
under  Bank  and  Cash  Balances  (where  also  the  remit- 
tances hi  transit  will  be  shown),  the  book  debts  under 
Sundry  Debtors,  branch  stocks  under  Stocks,  and  the 
branch  iiabihties  under  Sundry  Creditors. 


CHAPTER  H 


AUTONOMOUS  BRANCHES 
VARIATION  IN  TREATMENT  IN  HEAD  OFFICE  BOOKS 

(a)  Closing  Entries.  Some  accountants  do  not  post 
to  the  Branch  Accounts  the  full  entries  of  the  Trading 
and  Profit  and  Loss  Accounts  detail  as  in  the  example 
given  in  the  last  chapter,  but  reduce  the  entries  in 
the  Branch  Account  for  nominal  transactions  to  a 
simple  debit  for  the  "Branch  Profit.''  This  will 
immediately  be  clear  as  simply  a  reduction  in  posting 
labour,  involving  no  new  principle  except  the  com- 
bination of  the  entries  into  one  comprehensive 
statement  which  in  Journal  form  would  be  as  follows — 


Q 


JOURNAL. 


Dr. 


Branch  Trading  Account — 
Stock.  1st  January 
Purchases    .... 
Branch  Profit  and  Loss  Account — 
Wages  .... 

Sundry  Expenses 
Branch  Account — 
Branch  Profit 
To  Branch  Trading  Account — 
Sales 

Stock,  31st  December 
„   Branch  Profit  and  Loss  Account 
Sundry  Income 


Dr 


154 
1,725 

520 
48 

335 


;^2.782 


9 


Cr. 


2.585 
183 

14 


;f2.782 
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The  Branch  Account  would  then  read  as  follows— 

A  BRANCH   ACCOUNT. 


Dr, 


Cr. 


To  Balance,  1st  Jan. 
..  Branch  Profit     . 


560  I  By  Remittances 


335 


Branch  Fixtures . 
Balance 


A 


240 
160 
495 


„  Balance  (as  before) 


;^895 


lb)  Tabular  Entries  for  Several  Branches.  The 
principle  referred  to  in  part  (a)  of  this  chapter  is 
particularly     applicable     where    there    are     several 

branches.  ,    ,  .  j  • 

The  whole  of  the  trial  balances  are  tabulated  in  some 
form  such  as  that  below  from  which  the  final  postings 
may  be  made  as  if  from  a  Tabular  Journal. 

It  may  be  explained  here  that  where  branches  are 
numerous  the  Branch  Accounts  and  the  Branch 
Current  Accounts  may  be  relegated  to  a  Branch 
Ledger  and  the  whole  be  replaced  in  the  General 
Ledger  by  a  Branch  Ledger  Account  in  which  are 
aggregated  aU  the  transactions  between  head  office 
and  the  various  branches.  Similarly,  the  Branch 
Trading  and  Profit  and  Loss  Accounts  may  be  con- 
centrated in  the  General  Ledger  into  one  account, 
and  indeed  are  frequently  lost  in  a  General  Trading 
and  Profit  and  Loss  Account. 

Where  branches  are  not  numerous  the  effect  of  such 
concentration  may  be  obtained  by  columnar  dissection 
of  accounts  instead  of  keeping  detail  ledgers,  a  column 
being  added  to  express  the  totals  for  all  branches. 
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The  tabular  entries  take  a  form  corresponding  to 
the  following  which  contains  a  transcript  of  the 
various  trial  balances.  Blanks  are  left  to  enable  the 
summary  to  be  adjusted  by  closing  stocks,  etc.,  to 
show  the  final  results,  and  these  adjustments  are 
shown  in  the  tabulation  below  by  means  of  italics. 


i 


Ref. 

A  Branch. 

B  Branch. 

Total. 

stock.  1st  Jan.     . 
Purchases    . 
Sales  . 

Stock,  31st  Dec.    . 
Gross  Profit 

1 
2 
3 
4 

5 
6 
7 
8 

9 
10 

11 

13 
14 
15 
16 

£ 

154 
1,725 

889 

£ 

2,585 
183 

£ 

126 
1.531 

601 

£ 

2.106 
152 

£ 

280 
3,256 

1.490 

£ 

4.691 
335 

2,768 

2.768 

2.258 

2,258 

5.026 

5.026 

Gross  Profit 
Wages 

Sundry  Expenses 
Sundry  Income    . 
Branch  Profits 

520 
48 

335 

889 
14 

408 
36 

162 

601 
5 

928 
84 

497 

1,490 
19 

903 

903 

606 

606 

1.509 

1.509 

Head   Office.    1st 

Jan. 
Remittances 
Head  Office  Debits 

(Fixtures) 
Branch  Profits 
Balance,  31st  Dec. 

240 
160 
496 

560 
335 

202 
410 

450 
162 

442 
160 
905 

1.010 
497 

895 

895 

612 

612 

1.507 

1,507 

Stocks,  31st  Dec.  . 
Debtors 
Bank 

Creditors      . 
Head  Office,    31st 
Dec. 

183 
264 
283 

235 
495 

152 
210 
231 

183 
410 

335 
474 
514 

418 
905 

Original  Trial  Bala. 

730 

730 

593 

593 

1.323 

1.323 

Totals  .          .        £ 

3.394 

3,394 

2.744 

2.744 

— 

II 

11             1             1             i 

I  Iff 


■' 
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The  tabular  summary  referred  to  is  posted  to— 


Item  8.    The  Branch  Ledger  A/c     . 

1.  The  Branches  Trading  A/c 

2.  ..  >*  »»  •      .* 

5.  The  Branches  (or  General)  Profit 

and  Loss  A/c 

6.  »f  li  »»  »»     »' 

3.  The     Branches     (or     General) 

Trading  A/c 

7.  The  Branches  (or  General)  Profit 

and  Loss  A/c        .         • 


Dr. 

>> 
»> 

Cr. 


Dr. 


£ 

497 

280 

3,256 

928 
84 


Cr. 


£5.045 


4.691 
335 

19 


;^5.045 


Item  11. 
10. 


Branches  Fixtures  A/c     .  .     Dr. 

To  Branch  Ledger  A/c 
Branches  Ledger  A/c       .         •     Dr. 

To  Branches  Remittances  A/c 


160 
442 


160 
442 


In  the  subsidiary  book  or  Branches  Ledger  detail 
postings  similar  to  the  above  are  also  made,  but  it 
is  clear  that  by  use  of  tabular  entries  such  as  the 
above  detailed  accounts  of  Trading  and  Profit  and 
Loss  are  rendered  quite  unnecessary  if  the  tabular 
record  is  adapted  for  final  adjustment  such  as  is 
carried  out  above.  Even  where  head  office  adjust- 
ments are  necessary  the  tabular  form  may  be  adapted 
to  provide  for  same,  thus  making  the  tabulation  serve 
not  merely  as  a  summary  of  closing  entries,  but  as  a 
tabulated  statement  of  the  whole  course  of  branch 

operations. 

(c)  The  Branch  Profit  Basis  of  Entry.  Sometimes 
(and  particularly  in  exammation  work)  the  basis  of 
the  closing  entries  is  an  original  entry  taken  from  a 
draft   Profit   and   Loss  Account   entering  first   the 
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branch  profits  and  building  up  the  Trading  and  Profit 
and  Loss  Accounts  from  such  profit.  The  order  of 
entries  is  as  follows  (refer  to  Exercise  2). 


A  Branch  .... 
To  Branch  Profits  A/c  for 
Profits       .... 


Dr. 


335 


335 


Then  entries  are  made  building  up  the  Trading 
and  Profit  and  Loss  Account  and  closing  the  Branch 
Profits  Account.  Sometimes  these  entries  are  not 
made  in  the  General  Ledger,  but  the  branch  profits 
are  carried  to  the  General  Profit  and  Loss  Account, 
so  that  if  summary  Trading  and  Profit  and  Loss 
Accounts  are  required  they  must  be  built  up  from  the 
subsidiary  records. 

Students  will  find  much  exercise  work  arising  out 
of  variations  of  this  method,  including  exercises  where 
the  Branch  Accounts  detail  supplied  is  limited  to 
opening  and  closing  balances  of  assets  and  habilities, 
and  the  opening  head  office  balance  and  the  remittance 
total.  The  solution  of  such  exercises  is  found  in  the 
fact  that  by  carrying  down  the  net  capital  of  the 
branch  at  the  close  the  difference  in  sides  of  the  account 
is  the  branch  profit. 

Exercise  3.  The  balances  at  1st  January  and  31st 
December  of  the  A  Branch  are  suppUed  as  under. 
Prepare  an  account  showing  the  branch  profit. 


1st  Jan. 

31st  Dec. 

Remittance  Account  to  December 

£ 

£ 

240 

Debtors     ..... 

244 

264 

Creditors             .... 

134 

235 

Fixtures  Purchased  (to  be  written 

off  to  Head  Office  A/c)     . 

160 

Stocks       

154 

183 

Bank 

296 

283 

ill 


:  II 


14 


BRANCH  ACCOUNTS 


Answer. 

A  BRANCH. 

Cr. 

To  Balance.  1st  Jan. — 
Debts       .       ;£244 
Stock        .          154 
Bank        .         296 

694 
Creditors            134 

„  Branch  Profit  A/c      . 

£ 

560 
335 

By  Remittances 
„  Fixtures  Account 
.,  Balance — 

Debts       .        ;^264 
Stock        .          183 
Bank        .          283 

730 
Creditors           235 

240 
160 

495 

„  Balance 

£895 
495 

;^895 

Adding  the  complications  of  remittances  in  transit 
(£20)  to  the  above,  £220  would  appear  on  the  credit  side 
in  place  of  £240,  and  the  £20  would  be  carried  down  as 
a  separate  balance  ("  remittance  in  transit ")  to  meet 
the  cash  receipt  when  ultimately  posted. 


CHAPTER  III 

AUTONOMOUS  BRANCHES — FOREIGN 

(a)  GENERAL  METHODS 

The  additional  consideration  in  the  case  of  foreign 
branches  is  the  fact  that  accounts  at  the  branch  must 
be  kept  in  terms  of  the  foreign  money,  but  before 
entering  the  figures  in  the  Head  Office  Books  these 
figures  must  be  converted  from  foreign  currency 
figures  into  sterling.  The  Branch  Books  are  in  no 
way  affected,  any  current  cash  transaction,  e.g. 
remittances,  between  the  head  office  and  the  branch 
being  dealt  with  as  it  arises  on  the  basis  of  the  actual 
result  at  the  time  in  terms  of  currency  or  sterling  as 
the  case  may  be. 

Further,  when  the  branch  is  situated  in  a  country 
whose  currency  has  a  gold  standard  so  that  a  fixed 
rate  of  exchange  may  be  adopted  for  calculation, 
under  normal  circumstances  no  particular  complication 
arises  except  the  adjustment  of  the  profit  and  loss 
on  exchange  in  respect  of  actual  remittances,  and  this 
class  of  branch  does  not  call  for  separate  treatment. 

Assuming,  however,  that  the  rate  of  exchange 
between  the  United  Kingdom  where  the  head  office 
is  situated  and  the  country  of  domicile  of  the  branch 
is  a  fluctuating  one,  it  will  be  found  desirable  to  adopt 
varying  rates  of  exchange  for  the  conversion  of  the 
Trial  Balance  into  terms  of  currency. 

Let  us  suppose  a  Trial  Balance  from  C  Branch 
to  be  in  terms  of  milreis  (see  Exercise  4,  page  17). 
The  Trial  Balance  contains — 

(1)  Nominal  Accounts.  The  figures  against  these 
accounts  are  converted  at  the  average  rate  ruling 
for  the  period  of  the  account  on  the  assumption 

15 
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that  if  each  transaction  had  been  adjusted  in  cash 
through  the  current  accounts,  each  might  have  been 
at  a  different  rate,  so  that  finaUy  the  result  would 
have  been  similar  to  that  of  a  general  calculation  at 
the  average  rate  for  the  period. 

(2)  Nominal  Accounts  adjusting  particular  asset 
values  should  strictly  be  governed  by  the  rules  applying 
to  such  assets. 

Depreciation  in  particular  should  be  noted  in  this 
connection  where  it  appears  in  the  Branch  Accounts. 

Bad  Debts  Provisions  by  strict  rule  might  be  con- 
verted on  the  basis  adopted  for  book  debts,  but  as  the 
profit  and  loss  debit  will  usually  be  a  result  of  such  pro- 
vision and  the  actual  bad  debts  written  off  and  a  former 
reserve  the  average  basis  is  usually  applied,  and  indeed 
is  frequently  applied  in  the  case  of  depreciation. 

(3)  Floating  Balances.  Debtors,  creditors  and 
stocks  are  usually  converted  at  the  rate  ruling  on  the 
date  of  their  existence,  because  if  they  were  immedi- 
ately met  by  cash  and  remitted,  the  remittance  rate 
would  govern  the  transactions. 

(4)  Fixed  Assets  and  Liabilities  such  as  plant, 
fixtures,  goodwill,  loans  and  debentures  are  converted 
at  the  rates  ruling  on  the  dates  of  their  being  acquired 
or  incurred,  and  if  acquired  or  incurred  over  a  period 
at  the  average  rate  ruling  during  that  period.  It 
should  be  noted  that  once  converted  the  rates  adopted 
are  maintained  for  all  time  in  respect  of  these  items, 
and  that  where  such  assets  were  purchased  by 
remittance  from  head  office,  the  actual  costs  of  the 
remittances  govern  the  head  office  values.  Con- 
venience is  best  served  by  writing  branch  fixed  assets 
off  to  the  Head  Office  Account  and  thus  avoiding 
repetition  of  exchange  detail. 

(5)  Remittances.    The  actual  result  to  the  head 
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office  will  govern  these,  so  that  the  valuation  is  taken 
from  the  Head  Office  Books. 

(6)  Head  Office.  The  credit  balance  in  the  Trial 
Balance  is  replaced  by  the  sterling  figure  standing  in  the 
head  office  books  at  the  debit  of  the  Branch  Account. 

Profit  or  Loss  on  Exchange.  It  follows  that  the 
adoption  of  different  bases  for  conversion  of  the  items 
of  a  Trial  Balance  into  sterling  will  probably  leave 
the  reconstructed  Trial  Balance  out  of  agreement  in 
its  totals.  Agreement,  however,  is  made  by  inserting 
the  item  "  Difference  in  Exchange  "  on  the  lighter  side. 
Sometimes  this  difference  is  re-apportioned  over 
the  various  expenses  accoimts,  and  at  other  times  is 
written  off  as  a  profit  (or  loss)  on  exchange.  Where, 
however,  a  profit  arises  through  an  unusually  high 
rate  of  exchange  ruling  at  the  close  of  the  accounts 
and  the  consequent  statement  of  floating  assets  at 
high  valuations  which  may  not  hold  until  the  actual 
date  of  collection  and  remittance,  a  more  prudential 
course  of  holding  the  profit  in  reserve  is  followed. 
The  same  prudence,  however,  will  cause  a  loss  on 
exchange  to  be  written  off  to  Profit  and  Loss  Account. 

Exercise  4.  The  C  Branch  Trial  Balance  at  31st 
December  is  as  follows — 


Dr, 

Cr. 

Milreis. 

Milreis. 

London  Office  Account 

184.260 

Fixtures     ..... 

5,214 

Debtors 

94.632 

Creditors    . 

25.422 

Stock,  1st  January 

90,408 

Bank 

40,954 

Purchases 

540,236 

Sales 

711,262 

Other  Expenses 

126,500 

Remittances 

23.000 

920.944 

920,944 

Stock  at  close,  85,642  milreis. 

'^1 


'( 


I 


18 


BRANCH  ACCOUNTS 


I' 


The  values  of  the  milreis  were  as  follows — 


(a)  1st  January 

(6)  31st  December    . 

(c)  Average  for  year 

{d)  When  Fixtures  purchased 


15d.  per  milreis 
16d. 

15id. 
15d. 


Write  off  20  per  cent,  depreciation  on  fixtures  after 
transferring  the  Fixtures  Account  to  the  Head  Office 
Accounts. 

The  Head  Of&ce  Accounts  show  balances — 

£     5.    d, 
Dr,     Branch  Account,  1st  January  .    11,535  15     6 

Cr,     Rcmittence  Account,  31st  December      1,484  16    3 

Show  the  Branch  Transactions  as  they  should  be 
incorporated  in  the  Head  Office  Books. 


Answer. 


C  TRIAL  BALANCE. 


1 

Rate 

in 
pence. 

Currency. 

Sterling. 

Dr. 

Cr. 

Dr. 

Cr. 

i 

i 

i      5. 

d. 

i      s.  d. 

London  Ofl6ce 

actual 

184,260 

11,535  15     6 

Fixtures 

15 

5,214 

— 

325  17 

6 

— — 

Debtors 

16 

94,632 

— 

6,308  16 

0 

— 

Creditors 

16 

— 

25,422 

— 

1,694  16    0 

Stock,  1st  Jan.     . 

IS 

90,408 

— 

5,650  10 

0 

— 

Bank 

16 

40,954 

— 

2,730     5 

4 

Purchases     . 

15| 

540,236 

— 

34,890     4 

10 

__ 

Sales 

15* 
15 

— 

711,262 

— 

45,935  13    5 

Other  Expenses  . 

126,500 

— 

8,169  15 

10 

— 

Remittances 

actual 

23,000 

— 

1,484  16 

3 

■■^pW 

920,944 

920,944 

59,560     5 

9 

59,166    4  11 

Exchange  dif 

ference 

394     0  10 

Stock  :  85,642  at 

1  i! J           re  it\Q    Of     AA 

59,560     5 

9 

£59,560    5     9 

Dr. 
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C   BRANCH   TRADING  AND   PROFIT   AND 

LOSS   ACCOUNT.  Cr. 


To  Stock,  1st  Jan.    . 
„  Purchases     . 
„  Gross  Profit 

£        s.  d. 

5,650  10    - 

34,890    4  10 

11,104    7  11 

By  Sales      .       .       .       . 
„    Stock,  31st  Dec. 

By  Gross  Profit 
„  Difference  in  Exchange 
(see  note) 

£      i.  d. 

45,935  13     5 

5,709    9    4 

£51,645    2    9 

£51,645     2    9 

To  Other  Expenses  . 
„  Depreciation — 

20%  of  £325  17s.  6d. 
,.  Net  Profit     . 

8,169  15  10 

65    3    6 
3,263    9     5 

11.104    7  11 
394    -  10 

£11,498    8    9 

£11,498    8    9 

Dr. 

C    BRANCH 

ACCOUNT. 

Cr. 

To  Balance,  1st  Jan. 

„  Branch  Profit  (before 
charging  deprecia- 
tion) 

£       s.  d. 
11.535  15    6 

3,328  12  11 

By  Remittances 

„  Fixtures 

„  Balance — 

Debtors  £6,308  16    - 
Stock       5,709    9    4 
Bank        2,730    5    4 

£      s.  d. 

1,484  16    3 
325  17     6 

14,748  10    8 
Creditors     1,694  16    - 

13,053  14    8 

"" 

£14,864    8     5 

£14,864    8     5 

H  Balance 

13,053  14    8 

Dfm 


C   BRANCH   FIXTURES   ACCOUNT. 


Cr. 


To  Branch 


n  Balance 


£        s.  d. 
325  17    6 


£325  17    6 


260  14    - 


By  Branch.  P.  &  L.  A/c 

depreciation     . 
„  Balance.  31st  Dec. 


£      ».  d, 

65     3    6 
260  14    - 


£325  17    6 


Note,  The  profit  on  exchange  is  here  mainly  due 
to  the  fact  that  the  floating  balance  at  close  (i.e.  net 
assets  of  195,806  milreis)  is  valued  at  a  higher  rate 
than  any  other  item  in  the  account.  If  this  condition 
is  thought  to  be  a  temporary  one  only  and  not  Hkely 
to  accrue  in  remittance  value,  it  would  be  better  to 
avoid  taking  credit  to  Profit  and  Loss  Account,  either 
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by  adopting  a  lower  rate  of  exchange  for  the  floating 
balances  or  by  crediting  the  profit  to  a  "  Difference 
in  Exchange  Suspense  Account,"  which  would  be  a 
reserve  against  the  floating  assets.  This  follows  the 
broad  accounting  rule  of  taking  credit  for  a  profit 
only  when  such  profit  is  assured  and  receivable  in  the 
ordinary  course  of  settlement.  No  doubt  the  result 
shown  above  bears  an  unusually  high  ratio  to  the 
whole  of  the  profit,  a  result  which  was  purposely 
arranged  to  strengthen  the  illustration.  The  method 
of  adopting  a  reduced  rate  of  exchange  is  the  better 
one  for  the  purpose  of  holding  the  undue  loading  in 
suspense,  as  it  automatically  confines  the  reserve  made 
to  the  measure  of  "  exchange  loading  "  on  the  items 
in  respect  of  which  the  profit  has  not  yet  been  realized, 
and  leaves  the  exchange  difference  arising  out  of 
other  items  free  for  transfer  to  profit  and  loss  as  the 
product  of  completed  circumstances. 

(b)  SPECIAL  CONSIDERATIONS   ON    EXCHANGE 

FLUCTUATIONS 
(1)  Average  Rates.  It  will  be  clear  from  the  first 
section  of  this  chapter  that  the  rules  for  conversion 
of  expenditure  are  based  on  an  assumption  of  average 
conditions  throughout  the  period,  and  that  the  results 
obtained  are  subject  to  the  defects  of  the  possible 
appHcation  of  an  unfair  average.  Thus,  suppose  the 
figures  of  turnover  and  monthly  rates  of  exchange 
are  as  follows — 

January    45,600  milreis.     Exchange  15 J  pence. 
February  85.320      „  ..        16 

March       23.400      „  »        15 


154.320 


Average  ,.        15 J 


It  is  clear  that  the  bulk  of  the  sales  have  taken 
place  when  the  rate  was  16  pence,  and  assuming  cash 
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settlements  generally  the  truer  average  for  the  three 
months  is  more  nearly  16  pence  than  15J  pence.     On 
the  other  hand  if  the  average  period  for  collection  of 
book  debts  is  one  month,  i.e.   February  debts  are 
collectable   in  March,    the   remittance   value  of   the 
February    sales   is   governed   by    March    conditions, 
bringing   the   true   average   rate   reahzed   nearer   to 
15  pence.     Where,  therefore,  there  is  great  fluctuation 
both  in  the  rates  of  exchange  and  in  the  periodic  volumes 
of  turnover,  care  should  be  taken  to  adopt  an  average 
on  a  fair  basis  to  agree  as  nearly  as  possible  to  what 
should  be  the  effect  on  the  remittance  values.     If  it 
can  be  assumed  that  the  branch  remits  to  head  office 
on  a  plan  designed  to  send  to  London  the  approximate 
monthly   profit,  the  fairest   average   to   be   adopted 
will  be  the  actual  average  reaUzation  shown  in  the 
Remittance   Account.     The    *'  average "   referred   to 
here   is   then   the   average   reahzation   for   currency 
units  received  and  not  the  arithmetical  average  of  the 
rates  for  each  month.     Where,  of  course,  the  fluctua- 
tions in  exchange  are  within  narrow  limits  this  point 
loses  its  relative  importance. 

(2)  Stores  and  Exchange  Fluctuations.  In  foreign 
branches  where  stores  are  purchased  and  used  over  a 
period  partly  in  construction  and  partly  in  mainten- 
ance, the  effect  of  the  fluctuation  in  exchange  might 
on  average  calculations  produce  a  profit  on  the  Revenue 
Account  at  the  expense  of  capital  construction,  or 
perhaps  result  in  charging  a  loss  on  exchange  which 
really  is  part  of  the  capital  expenditure. 

To  avoid  this  effect  the  Stores  Account  is  kept  at 
the  branch  in  double  columns,  one  recording  the 
currency  values  and  the  other  (memorandum)  column 
the  value  of  the  stores  in  terms  of  a  standard  of 
exchange. 
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Purchases  of  stores  are  debited  at  actual  currency 
cost  in  the  currency  column  and  such  currency  cost 
is  shown  converted  into  standard  currency  values 
in  the  other  column. 

Issues  of  stores  are  valued  first  at  cost  in  standard 
currency  units,  which  value  is  entered  to  the  credit 
of  the  Stores  Account  in  the  standard  currency 
column.  Then  the  value  of  the  issues  in  standard 
units  is  expressed  in  fluctuating  currency  units  at  time 
of  issue  in  the  effective  columns  of  the  Branch  Ledger. 

The  effect  of  this  method  is  that  when  the  stores 
issues  are  valued  in  sterling  by  conversion  at  the 
average  rate  for  the  period,  since  the  fluctuating 
currency  figures  have  been  adjusted  to  reflect  the 
extent  of  exchange  fluctuations  from  the  standard, 
the  London  valuations  will  correctly  record  the  original 
cost,  as  may  be  seen  in  the  example  below. 

Example.  Assume  that  stores  cost  the  Chilian 
Branch  in  July  $20,000  when  the  $  is  worth  Is.  The 
issues  and  currency  rates  are  as  follows— 

August :         40  per  cent,  issued.    Rate  lO^d. 
September :  30        „  „         Rate  9d. 

October:       30         „  „         Rate  Is. 

The  standard  value  is.  say.  Is.  3d.  to  the  $. 

If  no  machinery  is  created  to  avoid  the  effect  of 
fluctuation  the  conversion  of  stores  values  at  current 
rates  compares  with  actual  cost  as  follows— ^ 


August:  $8,000  . 
September:  $6,000  . 
October:  $6,000  . 
Difference  in  Exchange 


Actual  cost 
@  12d.  per  $. 


i 
400 

300 

300 


;^1.000 


At  Rates  for 
period. 


i 
350 

225 

300 

125 


;^1.000 
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It  might  be  demonstrated  also  that  the  adoption  of 
an  average  rate  would  produce  a  result  wide  of  the 
true  cost. 

Adopting  the  double  column  method  the  Stores 
Account  will  read  as  follows — 


Value  in  : 

Dr.  Side. 

Standard 
$. 

Currency 

Stores  purchased   (Exch.    Is.)    (Exchange  to 
standard  $  -  12/15)        .         .         . 

Exchange  Adjustment  carried  to  Head  Office 
Account          •...,. 

16.000 

20,000 
3.143 

$16,000 

$23,143 

Cr.  Side, 

6.400 
4.800 
4.800 

Aug.  :  Issues  (Exch.  lO^d.)  (Exch.  to  $=  21/30) 
Sept.:     ..      (    „       9d.)    (        „         =    9/15) 
Oct. :       .,      (    ..        Is.)    (        „         =  12/15) 

approx. 
9.143 
8.000 
6.000 

$16,000 

$23,143 

The  head  office  conversions  may  now  be  made  at 
the  current  rates  or  at  current  or  fair  average  rates 
{see  Part  1  of  this  section),  because — 

True  cost 

approx. 
$9,143  @  lOJd.  =  ;^400.  viz.  40%  of  $20,000  @  Is. 
$8,000  @    9d.    =  poo.  viz.  30%  of 
$6,000  @  Is.       =  poo.  viz.  30%  of 


I* 
I* 


»» 


The  balancing  of  the  Stores  Account  by  transferring 
the  difference  in  exchange  to  the  Head  Office  Account 
does  not  in  any  way  affect  the  head  office,  because 
on  conversion  of  the  Trial  Balance  at  head  office 
the  actual  figure  in  the  Head  Office  Books  against  the 
Branch  Current  Account  is  entered  in  the  sterling 
columns  of  the  converted  Trial  Balance,  and  the 
branch's  exchange  differences  ignored. 

3— (1406a) 
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It  may  be  remarked  in  connection  with  the  above 
that  the  standard  unit  of  currency  adopted  is  not 
necessarily  related  to  any  theoretical  or  actual  rate  of 
exchange,  but  is  merely  a  basis  of  arithmetical  equation 
between  the  ordinary  currency  unit  and  the  £  sterUng. 
Indeed  the  value  in  sterlmg  might  be  adopted  instead 
of  a  standard  currency  basis  except  for  its  lack  of 
convenience  in  decimal  calculations.  Still  working 
in  decimals  of  £  the  branch  might  present  its  Stores 
Account  as  under  with  the  same  resiilt. 


Dr. 

STORES   ACCOUNT. 

Cr. 

•a 

100 

£ 

£ 

Exch. 
pence. 

Cur'ncy 
approx. 

By  Aug.  Issues 
„  Sept.     „ 
„  Oct.       „ 

■a 

40 
30 
30 

£ 

£ 

Exch. 
pence. 

Cur'ncy 
approx. 

To  Purchases     . 
„  Head     Office, 
Exch.  fluctua- 
tion on  Stores 

1,000-000 

12 

20,000 
3,143 

400000 
300000 
300000 

lOid. 
9 
12 

9,143 
8,000 
6,000 

1,000000 

23,143 

1,000000 

23,143 

CHAPTER  IV 

SELLING  BRANCHES — COST  PRICE   BASIS 

The  relationship  between  the  head  office  and  branches 
of  this  type  is  similar  to  that  described  for  autonomous 
branches,  except  that  the  head  office  combines  the 
functions  of  proprietorship  with  those  of  a  book 
creditor  for  goods.  Goods  supplied  by  the  head 
office  are  charged  to  the  branches  at  cost  price  and  may 
be  invoiced  to  the  branches  and  may  even  be  paid 
for  against  invoices  rendered. 

(a)  BRANCH   BOOKS 

The  system  described  in  the  first  chapter  will  apply 
in  the  case  of  branches  of  this  type,  but  the  Purchases 
Ledger  will  necessarily  be  absent.  Goods  received 
by  the  branch  will  be  entered  in  a  Purchases  (or  Stock 
Received)  Book,  but  as  the  head  office  is  the  only 
creditor,  the  credit  entry  will  be  made  to  the  Head 
Office  Account. 

Payments  by  the  branch  to  the  head  office  for  goods 
will  be  treated  as  remittances. 

In  some  cases  where  branches  pay  on  the  basis  of 
invoices  to  avoid  cash  accumulations  at  the  branches, 
the  accounts  for  goods  and  the  remittances  for  same 
are  kept  separately  from  the  ordinary  head  office  and 
Remittances  Accounts  in  a  Head  Office  (Goods) 
Account,  and  indeed  this  method  can  in  many  cases  be 
applied  to  keep  a  check  on  over-stocking  and  to 
promote  financial  control  by  restricting  branches* 
finance  to  their  proper  working  capital. 

The  balancing  of  the  books  at  the  branch  is  carried 
on  in  exactly  the  same  manner  as  that  described  in 
the  case  of  autonomous  branches,  which  will  be  clear 
from  the  following  example. 

Exercise  5.    The  D  Branch  of  A  B  &  Co.,  Ltd., 
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extracts  the  following  Trial  Balance  as  at  31st 
December.  Show  the  closing  of  the  Branch  Books. 
Write  fixtures  off  to  Head  Office  Account.  The 
branch  pays  for  its  suppHes  within  six  weeks  of  the 
date  of  the  head  office  invoices. 

TRIAL  BALANCE.  Dr. Cr. 


Head  Office  Account.  1st  January 
Bank  Balance 
Stock,  1st  January 
Goods  from  Head  Office  . 
Sales      .... 
Head  Office  (Goods)  Account 
Sundry  Debtors 
Wages    .... 
Sundry  Expenses     . 
Sundry  Income 
Fixtures,  purchased  June 
Remittance  Account 


2,585 
235 


Stock  31st  December,  £IS3, 


Answer. 

Trading  and  Profit  and  Loss  Accounts  are  exactly 
similar  to  those  in  the  answer  to  Exercise  1  (page  3), 
substituting  "  Goods  from  Head  Office "  for 
"  Purchases.*' 

The  Balance  Sheet  reads  as  follows— 

BALANCE   SHEET. 


Liabilities. 
Head  Office  (Goods)  A/c 
Head  Office  Account 


Assets. 


Bank 

Debtors 

Stock 


£ 
283 

264 

183 


Note.  If  a  separate  Head  Office  Goods  Account 
had  not  been  kept,  the  purchases  would  have  been 
credited  to  the  Head  Office  Account  and  the  Remit- 
tances Account   debited  with  all  cash  sent  to  head 


office.  The  branch  would  then  have  no  habilities 
in  the  Balance  Sheet  except  in  regard  to  local  expenses 
(if  any). 

(b)  LIMITATION  OF  BRANCH   BOOK-KEEPING 
In  some  cases  branch  expenses  are  paid  by  the 

head  office  either  by  remittance  or  by  the  usual 
imprest  methods.  In  such  cases  the  Branch  Books 
do  not  include  records  of  expenses,  and  by  requiring 
the  branch  takings  to  be  banked  intact  the  Cash  Book 
is  simply  a  daily  record  of  receipts  and  bankings. 
Where  the  branch  is  not  allowed  to  give  credit  the 
Sales  Book  and  Debtors'  Ledger  will  also  be  un- 
necessary, a  proceeding  which  accommodates  methods 
to  the  frequent  circumstance  of  a  good  manager  whose 
book-keeping  may  not  stand  a  strict  technical  test. 

In  the  full  development  of  the  above  outline  the 
branch  financial  records  are  reduced  to — 

(a)  Goods  received  record  (a  file  of  head  office 
advices  may  serve). 

(6)  Goods  returned  record  (a  carbon  tear  out 
advice  book  may  serve). 

(c)  Cash  Collection  or  Takings  Record,  referenced 
to  various  bank  lodgments. 

(d)  Petty  Cash  Book  (a  carbon  tear  out  book  may 
serve  double  purpose  of  Petty  Cash  Book  and  expenses 
advice). 

(e)  Wages  Book,  if  not  combined  with  Petty  Cash 
Record. 

if)  Stocktaking  Record. 

Where  this  system  is  in  operation,  it  follows  that  the 
branch  will  not  forward  a  Trial  Balance  to  head 
office  at  the  close  of  the  financial  period,  but  may 
forward  a  certificate  of  goods  received,  returned  and 
in  stock.    In  many  cases  such  a  return  is  forwarded 
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at  the  end  of  short  periods  and  is  filed  in  the  head 
office  for  purpose  of  internal  check  on  the  Head  Office 

Records.  . , 

A  convenient  form  of  such  return  may  provide  an 
omnibus  statement  of  goods  received  and  returned 
and  a  Petty  Cash  and  Wages  Record,  a  form  which 
will  be  iUustrated  in  referring  to  Multiple  Shop  Methods 

in  Chapter  VI.  ^   .      , 

The  value  of  a  periodic  record  of  this^kmd  m 
relation  to  branch  control  should  be  noted,  because 
smce  it  is  a  simple  statement  of  opening  and  closing 
stocks  purchases  and  sales,  it  enables  a  percentage 
check  on  gross  profit  to  be  applied  regularly  and  the 
contmued  success  (or  otherwise)  of  the  branch  kept 
under  the  supervision  of  the  head  office  by  reference  to 
such  percentage  calculations  and  to  compansons  with 
other  branches. 

(c)  HEAD   OFFICE   BOOKS 
The  form  and  nature  of  Head  Office  Books  and 
Accounts  wiU,  of  course,  be  adapted  to  the  system 
m  force  in  respect  of  the  branch  as  referred  to  under 
parts  (a)  and  (b)  of  the  present  chapter. 

In  all  cases,  however,  the  head  office  wiU  record  ma 
Goods  to  Branches  Book  the  issues  of  goods  by  the 
head  office.  Returns  by  the  branches  and  transfers 
arranged  between  branches  can  be  adjusted  through 
this  book  or  made  the  subject  of  entries  m  special 
books  for  final  adjustment  in  the  Goods  to  Branches 
Book  The  postings  from  the  Goods  to  Branches 
Book  will  be  to  the  debit  of  the  branches  and  credit 
of  Head  Office  Trading  Account  (through  a  Goods 
Issued  to  Branches  Account). 

The  subsequent  adjustments  depend  on  the  degree 
of  accountancy  which  is  undertaken  by  the  branch. 


Assuming  that  the  branch  keeps  a  full  set  of  records 
on  double  entry  principles  as  mentioned  under  part  (a) 
of  the  present  chapter,  the  machinery  for  final  adjust- 
ments commences  with  the  receipt  of  the  branch 
Trial  Balance. 

Before  using  the  Trial  Balance  the  balances  shown 
therein  in  regard  to  head  office  for  remittances  and 
goods  to  branches  are  compared  with  the  head  office 
records.  Some  adjustments  may  be  necessary  in  the 
head  office  books. 

Remittances  in  transit  should  be  first  adjusted  in 
each  Branch  Account  by  carrying  the  value  of  such 
remittances  down  on  the  Remittance  Accoimts  as 
separate  debit  balances,  which  will  subsequently  be 
found  in  the  General  Balance  Sheet  as  "  Cash  in 
transit  from  Branches." 

Similarly,  goods  sent  to  branches  and  not  received 
by  the  branch  before  the  close  of  the  period  should  be 
carried  down  to  the  credit  of  the  new  Goods  to  Branches 
Account  and  included  in  the  head  office  Closing 
Stock,  and  also  carried  down  separately  on  the  Branch 
Account  as  a  debit  balance.  The  credit  entry  carried 
down  on  the  Goods  to  Branches  Account  and  the 
debit  entry  carried  down  on  the  Branch  Account  will 
cancel  each  other  for  balance  sheet  purposes  and  will 
not  appear  therein,  as  the  asset  will  be  found  in  the 
Stock  on  Hand  Account. 

Exercise  6.  The  D  Branch  of  the  A  B  Co.,  Ltd., 
forwards  its  Trial  Balance  {see  exercise  5)  to  the  head 
office.  It  is  found  that  there  is  a  difference  on  the 
Remittances  Accoimt  of  £20  which  proves  to  have 
been  received  on  the  3rd  January  following  the  date 
of  the  Trial  Balance.  It  is  also  found  that  the  value 
of  goods  debited  to  the  branch  exceeds  the  figures 
in  the  Branch  Trial  Balance  by  £50,  being  the  value 
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of  goods  sent  to  the  branch  but  not  received  by  the 
branch  until  the  3rd  January,  and  consequently  not 
entered  in  the  branch  books.  Fixtures  purchased 
are  to  be  transferred  from  the  Branch  Account  to  a 
special  Head  Ofhce  Account.  The  branch  Profit 
and  Loss  Account  is  to  be  charged  with  £23  for  depre- 
ciation, £252  rents  and  rates  paid  by  head  office 
and  with  a  bonus  of  5  per  cent,  on  the  net  profit,  which 
percentage  is  payable  to  the  manager  by  the  head 
office.  Show  the  adjustments  in  the  head  office  books 
in  the  form  of  Journal  entries  and  show  the  Branch 
Account  and  Goods  to  Branches  Account. 


Answer. 


JOURNAL. 


Dr. 


Dec.  31 


Branch  Remittance  (New)  A/c      .     Dr. 

To  Branch  Remittance  (Old)  A/c 
Remittance  received  3rd  Jan.,  C.B.  fo. 


Goods  to  Branches  (Old)  Account  . 

To  Goods  to  Branches  (New)  A/c 
Branch  Goods  (New)  Account 

To  Branch  Goods  (Old)  Account 
Goods  in  transit    at    date    carried 

forward  to  January  account  and 

included  in  Head  Ofl&ce  stock  on 

hand. 


Dr. 
Dr. 


20 

50 
50 


Branch  Trading  Account — 

Branch  Opening  Stock  Account 

Purchases  Account    . 

Branch  Wages 

Branch  Sundry  Expenses  . 

Branch  Account  (for  profit) 

To  Branch  Trading  Account — 
Sales 

Stock,  31st  December 
Branch  Sundry  Income 

Branch  transactions  as  per  Trial 
Balance 


Branch  Fixtures  Account 

To  Branch  Account  . 
Fixtures  purchased  by  Branch 


Dr 


154 

1,725 

520 

48 

335 


Dr 


£2.7S2 


160 


Cr. 


20 

50 
50 


2,585 

183 

14 
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JOURNAL— i;(w»/i. 


Dr. 


Cr. 


Branch  Rent,  Rates,  etc. 

To  Rent  and  Rates  Account 
Transfer  of  charges 


Dr. 


Branch  Depreciation  of  Fixtures 

To  Branch  Fixtures  . 
Depreciation  written  off 


Dr. 


Branch  Trading   . 

To  Branch  IVofit  and  Loss 
Transfer  of  Gross  Profit 


Dr 


Branch  Manager's  Bonus 

To  Outstandings 
5%  on  ;^60  net  Profit 


.   Dr. 


i 
252 


23 


889 


252 


23 


889 


Dr. 

BRANCH 

ACCOUNT. 

Cr. 

Goods. 

General. 

By  Remittances 

Goods. 

GeneraL 

To  Balance,  1st  Jan. 

i 

560 

i 

220 

„  Goods  (less  cash) 

285 

„  Branch    Fixtures 

„  Branch,  P.  &  L. 

Account     . 

160 

Account    . 

335 

„  Goods  in  transit, 
Balance  carried 
forward     . 

„  Balance,  Remit- 
tance in  transit, 
received  Jan.    . 

50 

20 

M  Balance 

235 

495 

£285 

£895 

£285 

£895 

To  Balance — 

i 

£ 

Goods  in  transit 

^ 

Remittances  in 

transit  . 

20 

Goods 

235 

Cash           £283 

Debtors       264 

Stock           183 

730 

Goods  a/c 

asfirstcol.  235 

495 



£285 

£510 

■\ 
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Dr.    GOODS  TO  BRANCHES  ACCOUNT  (Includes)    Cr. 


To  Balance  to  new  A/c 
„  Head  Office  Trading 
Account  . 


By  Branch 


,,  Balance 


Note  (i).  The  above  example  can  be  compared 
with  advantage  with  the  answer  to  Exercise  2,  as  the 
Branch  Trading  and  Profit  and  Loss  Accounts  are 
similar  in  the  two  workings. 

Note  (ii).  The  division  between  goods  and  general 
items  is  only  particularly  desirable  where  the  branch 
pays  on  the  footing  of  invoices  received  from  head 

office. 

Consolidated  Trading  Accounts.  It  will  be  clear 
from  the  above  workings  that  separate  Trading 
Accounts  are  supposed  to  be  prepared  in  regard  to 
head  office  and  the  branch  or  branches.  If  these 
Trading  Accounts  are  placed  in  parallel  columns, 
it  wHl  be  seen  that  the  Head  Office  Trading  Account 
is  credited  with  its  issues  to  branches,  whilst  debits 
exactly  equal  to  this  are  found  to  the  debit  of  Branch 
Trading  Accounts,  a  fact  which  will  explam  why  the 
treatment  of  stocks  in  transit  involves  two  sets  of 

entries. 

If  a  consoUdated  Trading  Account  be  prepared  it 
would  be  poor  form  to  add  the  branch  purchases  to 
the  purchases  item  and  the  goods  sent  to  branches 
to  the  sales  item  in  the  Trading  Account,  as  the  true 
turnover  of  the  business  would  be  inflated  though 
the  gross  profit  would  be  unaffected.  The  proper 
method  of  consolidation  is  to  aUow  the  two  items 
mentioned  to  cancel  each  other. 
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Where  measures  have  been  adopted  to  limit  branch 
book-keeping  as  explained  in  section  (b)  of  this  chapter, 
the  outlines  above  in  regard  to  head  office  records 
require  adapting.  So  far  as  the  branch  is  required  to 
adopt  double  entry  records,  the  principles  described  will 
apply,  as  the  treatment  of  rent,  rates,  etc.,  and  depre- 
ciation in  Exercise  6  can  be  extended  to  cover  any 
other  expenses  which  are  paid  by  head  office  and  not 
recorded  by  the  branch. 

Where,  however,  the  full  system  outlined  in  section 
(b)  is  in  operation,  the  closing  entries  are  extremely 
simple  as  it  is  necessary  merely  to  debit  the  branch 
with  the  gross  profit  made  and  with  any  miscellaneous 
receipts,  which  rule  produces  the  same  result  as  the 
method  of  carrying  down  on  the  Branch  Account 
the  value  of  unsold  stock,  the  only  Hability  of  a  branch 
to  the  head  office,  and  treating  the  difference  in  the 
account  as  profit. 

Exercise  7.  The  E  Branch  of  A  B  &  Co.,  Ltd., 
sells  the  goods  received  from  head  office  for  cash  only. 
Head  office  pays  all  expenses.  During  the  year 
ended  31st  December  the  branch  has  received  £1,725 
value  of  goods.  The  branch  has  collected  £14  mis- 
cellaneous income  in  addition  to  its  sales  moneys. 
At  the  1st  January  the  stock  at  the  branch  was 
valued  at  £154  and  at  the  31st  December  £183. 
The  Branch  Account  in  the  Head  Office  Ledger  reads 
as  follows — 


Dr. 


E  BRANCH. 


Cr. 


To  Balance  Stock,   1st 

Jaq 

„  Goods  .       .       .       . 

£ 

154 
1,725 

By  Cash  remitted    . 

£ 

2.599 

Show  the  adjustment  of  the  Branch  Account. 


If. 


11. 
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Answer. 

Dr. 


Branch  accounts 


E  BRANCH. 


To    Balance,    1st    Jan., 
Stock 

„  Goods  .       .       .       . 

„  Profit  and  Loss — 
Gross  Profit     £889 
Misc.  Income       14 


„  Balance  stock     . 


154 
1.725 


903 


Cr. 


i%l%1 


183 


By  Cash     . 
.,  Balance  stock    . 


i 
2.599 

183 


;^2.782 
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This  method,  though  common,  does  not  conform  to 
strict  principles,  which,  however,  are  accommodated 
by  carrying  down  two  balances  on  the  Branch 
Accounts,  viz.,  stocks  and  debts.  The  book  debts  at 
close  should  be  added  to,  and  those  at  opening  sub- 
tracted from,  the  sales  receipts  to  obtain  the  correct 
figure  of  sales. 


The  Journal  entry  for  the  above  designed  to  produce 
a  full  Trading  Account  is  as  follows — 


JOURNAL. 


Branch  ....«• 

For  Gross  Profit  and  Income 
Branch  Trading       .... 

Opening  Stock 
Branch  Trading       .... 
Head  Office  Supplies — 
To  Branch  Trading,  Sales  . 
.,   Branch  Trading,  Closing  Stock 
..  Branch  Income    . 


Debtors'  Accounts.  Sometimes  a  few  customers 
are  allowed  credit  but  not  to  any  degree  requiring  the 
branch  to  keep  a  Debtors'  Ledger.  Some  customers 
pay  a  weekly  account,  and  hence  a  few  days'  credit 
is  sometimes  given  and  a  shop  invoice  book  serves 
as  the  record.  In  such  cases  the  book  debts  may  be 
treated  as  stocks  on  hand,  and  this  is  frequently  done. 


•  f 


*.'t 


IMii 
f 

i        r 


CHAPTER  V 

SELLING  BRANCHES—"  LOADED  PRICE  "   BASIS 

The  accountancy  relationship  of  the  branch  to  the 
head  office  is  not  in  any  way  altered  by  the  fact  that 
the  head  office  charges  goods  to  the  branches  at 
prices  m  excess  of  the  cost  of  such  goods  to  the  head 
office.  In  fact  it  is  of  no  consequence  m  the  matter 
of  book-keeping  methods  at  the  branch  what  prices 
they  are  charged  for  goods.  The  methods  adopted 
by  the  branch  are  exactly  the  same  as  those  outlined 
in  Chapter  IV  and  no  alteration  is  necessary  until  the 
"  loaded  "  price  is  equal  to  selling  price  of  the  goods, 
when  new  methods  will  arise  which  will  be  detailed 

in  Chapter  VI. 

The  question  of  the  loaded  price  is  one  which  affects 
head  office  methods  only,  as  the  effect  of  the  loading 
is  to  place  a  profit  credit  to  the  Head  Office  Trading 
Account  in  respect  of  each  issue  to  the  branches,  i.e. 
a  profit  which  in  fact  is  not  earned  by  the  business 
as  a  whole  until  the  branch  effects  a  sale  at  or  above 
the  head  office  issue  price. 

Consequently  upon  the  adjustment  of  the  final 
records  the  adoption  of  the  methods  described  in  the 
previous  chapter  would  leave  the  branch  stocks  in 
the  Balance  Sheet  at  a  value  higher  than  cost,  with  a 
corresponding  inflation  of  the  profits,  a  result  which 
can  only  be  justified  by  reference  to  the  purpose  and 
nature  of  the  loading  in  the  price. 

This  loading  may  be  calculated  to  cover  any  or  all 
of  the  following — 

{a)  Factory  oncost  charges. 

(b)  Handling  and  distribution  expenses. 

(c)  Office  oncost  charges. 

(d)  Overriding  profit. 
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It  will  be  clear  that  Factory  oncost  charges  truly 
form  part  of  the  cost  price  of  the  goods,  even  though 
the  items  in  its  composition  may  be  charged  to  the 
Profit  and  Loss  Account.  The  same  remarks  apply 
to  office  oncost  allocated  to  cover  the  manufacturing 
operations  of  the  business.  Where,  therefore,  the 
loading  is  a  reasonable  addition  to  prime  cost  to  cover 
such  oncost  expenses,  it  is  clear  that  it  is  not  un- 
reasonable to  hold  such  loading  as  part  of  the  cost 
of  the  goods.  Indeed  by  the  simple  process  of  debiting 
the  oncost  items  to  the  Manufacturing  Account 
instead  of  the  Profit  and  Loss  Account  the  natural 
result  of  the  Manufacturing  Account  would  be  to 
show  a  higher  cost  of  production  of  such  goods  than 
the  common  Prime  Cost  Trading  Account  shows. 

Where  the  loading  includes  the  measure  of  dis- 
tribution charges,  the  argument  is  not  quite  so  strong. 
It  cannot  be  urged  that  such  charges  form  part  of  the 
cost  of  production,  but  it  can  be  claimed  that  they 
form  an  expense  of  rendering  the  goods  available 
for  sale  at  the  branches.  If  it  would  be  less  economical 
to  purchase  locally  rather  than  centrally  for  distribu- 
tion, it  is  clear  that  the  handling  and  distribution  charges 
are  paid  to  accompUsh  a  result  which  is  not  achieved 
imtil  the  goods  are  distributed  to  the  branches. 

It  foUows  from  the  above  that  the  distribution 
charges  on  unsold  stocks  take  the  form  of  unexhausted 
expenditure,  that  is,  expenditure  the  value  of  which 
has  yet  to  be  enjoyed,  and  consequently  to  enter 
such  charges  in  the  form  of  a  loaded  price  for  goods  is 
not  unjustifiable,  however  canons  of  prudential 
valuation  may  urge  otherwise. 

Where,  however,  the  loading  includes  a  true  profit, 
i.e.  some  value  outside  oncost  and  distribution 
expenses,  the  adoption  of  the  full  loaded  value  for 


1 
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Balance  Sheet  purposes  tends  to  offend  correctness  of 
principle.     It   is   sometimes   urged   that   where   the 
factory  price  is  equal  to  the  price  at  which  the  branch 
could  buy  locally,  it  is  not  improper  to  value  the 
goods  at  the  price  at  which  they  could  be  so  bought 
locally.     It  is  also  added  to  the  argument  that  usually 
the  matter  is  of  small  importance  because  in  many  cases 
the  stock  bears  a  small  ratio  only  to  the  turnover 
and  because  the  loading  factors  at  the  beginning  of 
the  financial  period  and  at  the  end  tend  to  neutralize 
one   another.    These   arguments,   however,    are   not 
conclusive  as  to  the  principles  sought  to  be  established 
and  can  only  be  adopted  as  a  concession  to  con- 
venience and  in   acknowledgment   of   their  relative 
unimportance  in  the  financial  result. 

Where,  therefore,  the  loaded  price  is  adopted 
and  no  objection  is  to  be  raised  to  the  loaded  price 
valuation  in  the  Balance  Sheet,  the  method  outlined 
in  Chapter  IV  will  apply  in  aU  details  to  the  records 
of  branch  trading  on  the  basis  under  discussion. 

If,  on  the  other  hand,  the  loaded  price  of  stock  at 
branches  is  to  be  discounted  for  Balance  Sheet  pur- 
poses, a  new  adjustment  of  accounts  arises,  which 
shnpl'y  stated  is  to  create  a  reserve  from  the  Profit 
and  Loss  Account  for  the  profit  loading.  This  reserve 
is  deducted  from  branch  stocks  in  the  Balance  Sheet. 
Three  methods  are  available  for  this  purpose,  the 
first  recording  the  effect  of  the  adjustment  in  the 
Head  Office  Trading  Account,  the  second  recording 
it  in  the  Branch  Trading  Accounts,  and  the  third 
recording  it  in  the  Profit  and  Loss  Accounts. 

It  should  be  noted  that  sometimes  the  loading 
takes  the  form  of  a  percentage  charge,  and  conse- 
quently the  adjustments  to  be  made  are  obtained 
by  arithmetical  calculation.    In  other  cases  a  price 
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record  for  various  lines  is  kept  showing  cost  and 
branch  invoice  prices,  thus  involving  a  pricing  of  the 
various  items  in  the  stock.  In  other  cases  a  memor- 
andum column  is  added  to  the  Branch  Account 
recording  the  cost  price  of  actual  goods  issued,  or  this 
account  is  referenced  to  the  Goods  to  Branches  Book 
where  both  values  are  entered.  Here  again  the 
adjustment  is  obtained  by  pncing  the  items  of  the 
stock  from  the  Goods  Issued  Book  or  by  calculation 
at  the  average  rate  of  loading. 

(fl)  Adjusting  Head  Office  Trading  Account  for 
Loading.  The  method  here  adopted  is  to  carry  down 
on  the  Goods  to  Branches  Account  an  amount  equal 
to  the  whole  of  the  stocks  standing  to  the  debit  of  the 
branches  for  stock,  and  then  adding  the  lower  value 
of  such  stocks  to  the  Head  Office  Closing  Stock.  The 
reserve  on  the  Goods  to  Branches  Account  cancels 
for  Balance  Sheet  purposes  the  whole  of  the  branch 
debit  for  stocks,  leaving  the  asset  in  the  Stock-on-hand 
Account  at  the  lower  valuation. 

(b)  Adjusting  Branch  Trading  Account  for  Loading. 
The  method  here  adopted  is  to  adjust  the  figures  of 
Branch  Trial  Balance  by  bringing  into  the  Journal 
entry  incorporating  the  branch  balances  the  opening 
and  closing  stocks  at  their  lower  valuations,  and 
carrying  down  a  credit  balance  on  the  Branch  Account 
at  the  end  of  the  period  as  set  off  against  the  loaded 
value  of  stock  left  as  part  of  its  debit  balance. 

(c)  Adjusting  the  General  Profit  and  Loss  Account 
for  Loading.  This  method  is  simply  one  debiting  the 
Profit  and  Loss  Account  with  the  reserve  to  be  made 
and  holding  same  as  set  off  for  Balance  Sheet  purposes 
against  the  "  loaded  "  balance  at  the  debit  of  the 
branch.  The  reserve  is,  of  course,  credited  to  the 
next  Profit  and  Loss  Account. 

4--(1406a) 
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It  may  be  noted  that  the  reserve  referred  to  under 
(c)  above  may  be  made  in  the  General  Profit  ajid  Loss 
Account  or  in  the  Branches  (summary)  Trading  or 
Profit  and  Loss  Account  or  the  Head  Office  Trading 

Accoimt. 

Exercise  8.  The  F  Branch  of  A  B  &  Co.,  Ltd., 
furnishes  the  following  Trial  Balance  to  the  head 
office.  All  branch  expenses  are  paid  by  head  ofi&ce 
and  amount  to  £809.  The  branch  profits  are  also 
to  be  charged  with  depreciation  of  fixtures  amounting 
to  £23.  The  branch  stocks  are  charged  by  the  head 
office  at  a  loaded  price  and  reserves  on  unsold  stocks 
are  :  1st  January  £15,  and  31st  December  £18.  Show 
the  various  methods  of  adjusting  the  Head  Office  Books 
in  respect  of  the  loading  in  value  of  branch  stocks. 


Dt\ 


STOCK  ON   HAND  ACCOUNT. 


Cr, 


F  BRANCH  TRIAL  BALANCE. 

Dr. 

Cr. 

Head  Office  Account         .... 

Stock,  1st  January 

Supplies  from  Head  Office 

Sales  for  Cash 

Remittances 

£ 

154 
1,725 

2.585 

£ 

1.879 
2.585 

Stock,  31st  December.  ^^183. 

£A.4%A 

;^4.464 

1 

Answer.    Method  (a). 

Dr,  GOODS  TO   BRANCHES   ACCOUNT. 


To  Stocks,  31st  Dec. 
„  Head  Office  Trading  . 


By  Stocks.  1st  Jan., 
„  Branch 


„  Stock,  31st  Dec. . 


Cr, 


£ 

154 
1,725 


To  Stock  at  Head  Office 
(say)  1st  Jan.. 

.,  Stock  at  Bntnches, 
1st  Jan.  . 


To  Trading  Head  Office 
Stock  (say)  31st 
Dec. 

„  Trading  Branch  Stock 
31st  Dec. 


£ 
1.000 

139 


;^1.139 

1,200 
165 


;^1.365 


By    Trading    Account 
transfer    . 


£ 
1,139 


;^1.139 


Note.  The  above,  instead  of  crediting  Head  Ofi&ce 
Trading  Account  with  £1,725,  credits  it  with  £1,696 
plus  £165  and  debits  it  with  £139,  that  is  with  a  net 
credit  of  £1,722,  thus  adjusting  the  £3  difference  in 
the  opening  and  closing  reserves  on  the  stocks.  The 
credit  balance  of  £183  on  the  Goods  to  Branches 
Account  cancels  for  Balance  Sheet  purposes  the 
portion  of  the  Branch  Balance  representing  stock. 


Answer.    Method  {b). 


Dr. 


BRANCH  TRADING  ACCOUNT. 


To  Stock,  1st  Jan.   . 
„  Supphes 
„  Branch  A/c  Profit 


I 


I  ( 


lij 


}i 


1  * 


^m 


Dr. 
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BRANCH  ACCOUNT. 


Cr. 


To  Balance,  1st  Jan. 
„   Goods  .        .        .        . 
„  Branch  Profit     . 
„  Reserve  on  Stock  c/d 


„  Balance   Stock,   31st 
Dec. 


£ 

154 

1.725 

886 

18 


^2.783 


183 


By  Balance,  Reserve  on 
Stock,  1st  Jan. 

,,   Remittances 

„  Balance,  Branch  Stk. 
at  loaded  price 


Balance   Reserve  on 
Stock,  31st  Dec.     . 


15 
2,585 

183 


;^2,783 


18 


Note,  The  Branch  Profit  and  Loss  Account  is  not 
affected  except  so  far  as  the  gross  profit  has  been 
adjusted  from  the  results  shown  in  the  Branch  Books. 

Answer.    Method  (c). 

Dr.  BRANCH   TRADING   ACCOUNT.  Cr. 


£ 

£ 

To  Stock,  1st  Jan.    . 

154 

By  Sales    .... 

2.585 

„   Supplies  from   Head 

„   Stock,  31st  Dec. 

183 

Office 

1,725 

„  Gross  Profit  debited 

to  Branch 

889 

;^2.768 

;^2,768 

Dr. 


PROFIT   AND   LOSS   ACCOUNT. 


Cr. 


To  Reserve    on    Branch 

Stock,  31st  Dec.     . 

„   Gross  Profit  adjusted 


To  Branch  Exp'ses   ;^809 
„    „    Depreciation      23 


„   Head  Office  Expenses 

(say) 
„  Net  Profit    . 


18 
10.886 


;^10.904 


832 

6,000 
4.054 


;^10,886 


By  Head  Office  Gross 

Profit  (say) 
,,   Branch  Gross  Profit  . 
„   Reserve    on    Branch 

Stock.  1st  Jan. 


By  Gross  Profit 


10,000 
889 

15 

;^10,904 


10,886 


£\0,S8e 
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Dr. 


BRANCH   STOCK   RESERVE. 


Cr. 


To  Profit  and  Loss  A/c, 
31st  Dec. 


£ 

15 


By  Balance.  1st  Jan. 
„  P.  &L.  A/c.  31st  Dec. 


£ 

15 
18 


Dr. 


F   BRANCH   ACCOUNT. 


Cr. 


To  Balance,  1st  Jan.,  and 
debits  to  31st  Dec, 
„   Gross  Profit 


„   Balance.  Stock  . 


1,879 
889 


;^2,768 


183 


By  Remittances 
,.   Balance,  Stock,  31st 
Dec. 


£ 

2,585 
183 


;i2,768 


Note,  (1)  If  separate  Branches'  Profit  and  Loss 
Accounts  are  kept  and  adjusted  separately,  the 
effect  will  be  indicated  by  the  above  by  eUminating 
the  head  office  items  of  £10,000  and  £6,000. 

(2)  The  division  of  the  Profit  and  Loss  Account 
into  Gross  Profit  section  and  general  section  above 
was  mainly  done  to  assist  in  illustrating  the  effect 
of  the  method  of  adjustment  on  the  gross  profit. 

(3)  The  Branch  Stock  Reserve  Account  balance  is 
set  off  in  the  Balance  Sheet  against  the  Branches 
Stock  Balances  reducing  the  latter  to  the  lower 
valuation. 

{d)  Adjustments  where  Branch  Records  are  at 
Loaded  Prices,  but  Head  Office  Debits  to  the  Branch 
are  at  Cost  Prices.  In  some  cases,  as  explained  earher 
in  the  present  chapter,  the  Goods  to  Branches  Book 
is  kept  in  double  money  columns,  one  recording 
invoice  value  and  one  recording  cost  value.  Where 
this  system  obtains,  the  practice  may  be  found  of 
entering  the  actual  debit  to  the  branch  at  cost  price 
and  not  at  the  invoice  prices,  the  latter  being  posted 
for  the  purpose  of  reconciliation  and  check  into  an 
inner  column  of  the  Ledger  Account. 
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In  such  cases,  the  Branch  Trial  Balance  is  not 
adopted  for  the  final  entries  as  it  stands,  but  a  new 
one  is  prepared  (or  Journal  entry  made  as  if  from  a  new 
Trial  Balance)  substituting  the  head  ofi&ce  figures 
for  those  of  the  branch  in  regard  to  Head  Office 
Account,  supphes  and  stocks,  and  no  separate  entries 
are  required  to  adjust  the  loading  on  unsold  stocks. 

Exercise  9.  G  Branch  has  been  regularly  charged 
25  per  cent,  on  the  cost  of  goods,  but  the  Branch 
Ledger  at  the  head  office  is  kept  on  a  cost  basis  with 
inner  columns  for  invoice  basis.  The  head  office  pays 
all  expenses  of  the  branch. 

The  Branch  Trial  Balance  at  31st  December  is  as 
under. 

Show  the  Branch  Account  in  the  head  office  books. 

TRIAL  BALANCE. 


Head  Office  Account,  1st  January 
Head  Office  Account  Supplies  to  31st  Dec. 
Goods  from  Head  Office  .         .         .         , 
stock,  1st  January  .         .         .         .         , 

Cash  Sales 

Remittances 


Stock.  3 1  St  December.  £IBS. 


Answer. 

Note.    Cost  values  are  80  per  cent,  of  the  figures 
invoiced. 

G  BRANCH  TRADING   ACCOUNT.  Cr. 


Dr. 


To  Stock,  1st  Jan.  . 
„  Head  Office  Supplies 
„  Gross  Profit  to  P.  &  L. 


£ 
124 

1,380 

1,229 


£2,733 


By  Sales    . 
„  Stock,  31st  Dec. 


£ 
2.585 

148 


;{2.733 


Dr. 

G  BRANCH 

ACCOUNT. 

Cr. 

Invoice 
Valiw. 

Actual. 

By  Remittances 
„  Balance,  Stock, 
31st  Dec. 

Invoice 
Value. 

Actual. 

To  Balance,  1st  Jan. 
„  Supplies 
„  Pront     . 

155 

1,725 

890 

1,380 
1,229 

2,585 
185 

2,585 
148 

£2,770 

£2,733 

£2,770 

£2,733 

„  Balance  Stock 

185 

148 

Note.  The  difference  in  the  two  figures  of  profit 
equals  25  per  cent,  of  the  cost  or  20  per  cent,  of  the 
invoice  value  of  goods  sold,  i.e. 


13SR 
25%  of  (;^1.380  plus  ;^124  minus  ;^148)  =  £^  =  ;{339,  or 

20%  of  G£1.725  plus  ;£155  minus  £185)  =  £-^  =  £339. 

(e)  Distribution  and  Charges  Accounts.  In  some 
cases  the  head  office  invoice  prices  to  branches  are 
calculated,  by  reference  to  percentages  or  other  basis 
of  loading,  to  cover  the  cost  of  some  central  service  or 
distribution  charges,  the  head  office  including  in  its 
Ledger  an  account  for  the  actual  cost  of  such  central 
service  or  charges. 

In  these  cases,  either  the  Branch  Accounts  may  be 
debited  with  the  loaded  values  and  the  Distribution 
Expenses  Account  credited,  through  the  Goods  to 
Branches  Book,  with  the  loading,  or  the  loading  may 
be  charged  to  the  branches  in  the  (memorandum) 
Invoice  Price  Column  and  credited  in  the  memorandum 
column  of  the  Distribution  Expenses  Account  for  the 
purpose  of  comparison  with  actual  costs. 

Where  the  Branch  Account  is  actually  debited 
with  the  loaded  value,  no  special  form  of  adjustment 
arises  apart  from  the  considerations  already  referred 
to  in  the  earher  part  of  this  chapter,  but  where  the 
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\  r:!l 


; 


,1 
,1 

If 


loading  is  entered  in  memorandum  columns  only, 
debit  balances  may  be  carried  down  on  the  Distribution 
Expenses  Accounts  and  entered  upon  the  Balance 
Sheet  as  part  of  the  value  of  stocks  at  branches  in 
pursuance  of  the  views  outlined  in  this  chapter  as  to 
the  unexhausted  value  of  such  expenditure. 

Exercise  10.  The  A  B  Co.,  Ltd.,  keeps  a  central 
store  and  debits  to  a  Branch  Distribution  Account 
all  expenses  of  handling  and  distribution.  An  addition 
of  10  per  cent,  is  made  to  cost  prices  for  the  purpose 
of  invoices  sent  to  branches.  Draw  up  the  Dis- 
tribution Account  and  the  Branches  Account  from 
the  following  particulars —  / 

Branch  Stocks  at  loaded  values  Jan.  ;^1,320  Dec.  1,540 

Branch  Supplies  at  loaded  values     .         .          .  15,840 

Branch  Sales,  remitted  to  Head  Ofl&ce     .          .  17^280 
Cost  of  handling  and  distribution  incurred  during 

year .         ,  i,4g3 

Answer. 

(1)  Where  Invoice  price  is  debited  to  Branch  Accounts. 

Dr.  DISTRIBUTION   ACCOUNT.  Cr. 


To  Costs    .      .      ,      : 

£ 

1.483 

By  Branches — 

1/11  of  ;{15.840      . 

.,  P.  &  L. — Loss  on  ap- 
portionment   . 

£ 
1.440 

43 

;^1.483 

;^1.483 

Dr.                         BRA 

NCHES   ACCOUNT. 

Cr. 

To  Stocks,  January 
„   Supplies 
„   Branch  Profits    . 

£ 

1,320 

15,840 

1.660 

By  Remittances    from 

Sales 
..  Balance,  Stocks,  Dec. 

£ 

17,280 
1,540 

18,820 

18.820 

„  Balance,  Stock  . 

1.540 
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(2)   Where  Two  Column  Method  is  used. 

Dr.  DISTRIBUTION  ACCOUNT. 


Cr. 


Memo. 

By  Branches 
„  Balance  forward 
„  P.  &  L.  (or  Bran- 
ches   Trading 
Account)   . 
„  Book  loss  on  dis- 
tribution . 

Memo. 

To    Balance,    Jan. 

(1/11  of  £1,320) 
„  Costs     .       . 

£ 

1,483 

£ 

120 
1,483 

£ 
1,440 

43 

£ 
140 

1,463 

£1,483 

£1,603 

£1,483 

£1,603 

1,  Balance  on  Stock 

140 

Dr. 


BRANCHES  ACCOUNT. 


Cr. 


Invoice 
Value. 

Cost. 

By  Remittances 
„  Stocks 

Invoice 
Value. 

Cost. 

To  Stocks 
„  Supplies 
„  Profit     . 

£ 
1,320 

15,840 

1,660 

1,200 

14,400 

3,080 

17,280 
1,540 

17,280 
1,400 

18,820 

18,680 

18,820 

18,680 

„  Stock     . 

1,540 

1,400 

Note.     (1)  The  comparison  of  results  is  as  follows — 

Profits  :  Method  1,  £1,660  less  £43  =  £1.617 
Method  2,  £3.080  less  £1.463  =  £1,617 

stocks  :  Method  1,  =  £1,540 

Method  2.  £1.400  plus  £140    =  £1.540 

(2)  In  both  the  solutions  further  balances  might 
be  carried  down  on  the  Distribution  Account  for 
handling  charges  on  stocks  at  head  office  awaiting 
distribution. 
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CHAPTER  VI 

SELLING  BRANCHES — SELLING  PRICE  BASIS 

The  feature  of  branch  organization  on  this  basis  is 
that  accountancy  methods  at  the  branch  are  reduced 
to  the  simplest  terms,  as  all  suppUes  to  the  branch 
are  charged  at  the  selling  value  and  must  therefore 
be  accounted  for  against  remittances,  cash,  goods  or 
book  debts.  Given  the  additional  circumstance  of 
remittances  being  made  to  the  head  office  of  all  sales 
moneys  intact  and  the  operation  of  the  rule  that 
credit  by  branches  is  forbidden,  the  branch  accounting 
in  the  double  entry  sense  of  the  term  is  entirely 
avoided. 

(a)  BRANCH   RECORDS 

Branch  records  in  such  cases  (which  include  the 
great  organizations  of  multiple  shops)  consist  mainly 
of  a  stock  book,  a  daily  and  weekly  takings  summary 
showing  reconciliation  between  takings  and  bankings, 
a  petty  cash  record  of  the  usual  imprest  character, 
forms  for  orders,  bank  advices,  returns  books  and 
other  detail  necessitated  by  the  class  of  trade  carried  on. 

The  system  of  advices  of  transactions  to  head  office 
can,  of  course,  be  developed  to  facilitate  the  head 
office  check  and  control,  and  weekly  returns  of  stock, 
petty  expenses,  takings,  bankings,  debtors'  accoimts 
and  stock  requisitions  can  in  many  cases  be  provided 
for  on  a  simple  form,  particularly  where  a  limited 
number  of  lines  is  dealt  in. 

One  feature  of  adjustment  may  arise.  The  branch 
may  have  been  debited  with  the  maximum  selling 
value  whereas  the  actual  realization  may  be  subject  to — 
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(a)  Waste  in  breaking  bulk,  loss  of  "  quick  "  goods, 
bones  in  meat,  etc. 

(b)  Variation  of  prices  to  large  buyers  or  for  sales  in 
quantities  or  under  contracts. 

(c)  Re-grading  of  goods  at  shops. 

In  such  cases  allowances  must  be  claimed  by  the 
manager  against  his  stock,  the  particulars  being 
shown,  so  that  a  more  or  less  regular  course  of 
allowance  may  be  applied  eventually. 

A  branch  return  providing  for  all  principal  matters 
of  branch  report  is  given  below,  but,  of  course,  this 
return  must  be  elaborated  to  suit  particular 
conveniences. 

BRANCH. 

Weekly  Statement  to 19 


A.    STOCK. 

Line  A. 

Line  B.  1 

Line  C. 

Line  D. 

Line  £. 

Line  F. 

Totals. 

Qty. 

VaL 

Qty. 

Val. 

Qty. 

Val. 

Qty. 

Val. 

Qty. 

VaL 

Qty. 

VaL 

Value. 

Balance  from 
last   account 

Received 
during  week 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

Sales 

Balance     . 
Allowances 

Certified  Stock 

B.    CASH. 

Cash  Sales. 

1 

Debtors*    A/cs 
collected. 

Remarks. 

Banked. 

Monday 
Tuesday 
Wednesday  . 
Thursday 
Friday  ,       . 
Saturday      . 

Total  Banked  £ 

Total     .       . 

Add  Cash  Sales 

•              • 

Total  Banked         .       .  £ 

1 

i4 


5* 


^  BRANCH  ACCOUNTS 

C.    CREDIT  SALES  COLLECTION  ACCOUNT. 


Book  debts,  beginning 

of  week 
Sales  on  credit 


$. 


t^ash  collected  as  above 
Book  debts,  end   of 
week 


f. 


D.    EXPENSES.      W«K j^p^t  Balance  £. 


Data. 


To  Whom. 


Total  n 


Particulars. 


ow  requisitioned 


Vol. 


.  C 


Amount. 


s. 


(A  Requisition  fca  Supi^es  may  fdlow  or  be  attached.) 
(Details  of  allowances  claimed  can  be  provided  for.) 


The  branch  records,  therefore,  being  reduced  to 
simple  non-technical  records  need  no  further  reference, 
since  they  merely  involve  the  reconciliation  of  two 
sides  of  a  stock  statement,  by  reference  to  stock 
deficiencies  or  stock  surpluses. 

In  many  cases  these  deficiencies  and  surpluses  are 
the  subject  of  examination  by  an  "outdoor  man," 
or  travelling  inspector,  the  work  of  whom  may  include 
surprise  stocktaking  for  the  purpose  of  comparison 
with  the  records.  Usually  a  percentage  margin  for 
deficiencies  is  allowed,  and  in  some  cases  the  margin 
is  provided  for  in  the  original  debit  so  that  a  surplus 
is  always  expected  on  the  account.  A  record  of 
deficiencies  and  surpluses  (expressed  in  percentages 
of  turnover)  is  kept  as  a  running  test  of  continued 
efficiency  in  shop  management,  and  in  the  case  of 
some  commodities  enjoying  quick  and  regular  sales 
(e.g.  consumable  Hquors)  this  method  of  control  is  of 
very  high  value. 
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(b)  HEAD  OFFICE  ACCOUNTS 

The  head  office  accoimtancy  methods  may  develop 
either  of  two  different  principles,  the  one  debiting 
the  branch  accounts  with  the  selling  value  as  part  of 
the  double  entry,  and  the  other  debiting  the  accounts 
with  the  cost  price  as  part  of  the  double  entry,  but 
entering  the  selling  prices  in  a  second  column  by  way 
of  memorandum. 

In  cases  where  the  basis  of  the  branch  debit  agrees 
with  actual  invoices  and  advices  to  the  branch,  viz., 
selling  price  debits,  either  the  calculation  of  branch 
profits  is  relegated  to  special  adjustment  accounts  or 
the  calculation  of  separate  profits  of  branches  is 
entirely  ignored  beyond  simple  calculations  on  a  basis 
of  the  branch  turnovers.  In  fact  the  broad  principle 
of  the  system  is  based  upon  the  accoimtability  of  the 
branches  for  a  defined  gross  profit,  so  that  the  value 
of  the  branch  is  capable  of  test  from  its  turnovers  for 
various  periods. 

(1)  Branch  Accounts  debited  with  Selling  Values. 
Considering  in  the  first  place  the  case  of  the  Branch 
Ledger  being  entered  up  at  selling  values  only,  the 
accountancy  organization  depends  upon  whether 
separate  branch  profits  are  to  be  calculated. 

If  the  Head  Office  Trading  Account  is  to  record  tlie 
whole  of  the  profit  (as  in  Exercise  11)  the  final  adjust- 
ments are  merely  the  adjustment  of  branch  surpluses 
and  shortage  of  stocks,  and  the  adjustment  of  the 
value  of  stocks  at  branches  at  the  close  of  the  account. 

The  adjustment  of  the  branch  stock  differences  is 
effected  by  a  periodic  Journal  entry,  debiting  each 
branch  with  its  surplus  or  crediting  it  with  its 
deficiency  and  entering  the  resultant  contra  credit 
or  debit  in  the  Goods  to  Branches  Account. 


(. 
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The  adjustment  of  the  stock  values  involves  the 
carrying  down  of  the  selling  values  of  branch  stocks 
on  the  Goods  to  Branches  Account  as  set  off  for 
Balance  Sheet  purposes  against  the  branch  stock 
balances,  and  then  adjusting  the  Trading  Accounts 
for  the  actual  cost  value  of  such  stocks,  which  value 
is  entered  upon  the  Balance  Sheet. 

Exercise  11.  The  A  B  Co.  has  two  "cash  sale" 
branches  to  which  it  invoices  goods  at  approximate 
selling  prices,  the  branch  accounts  being  debited  with 
such  selHng  values.  The  head  office  pays  all  expenses 
of  the  branches.    The  firm's  Trial  Balance  is  as  follows— 

TRIAL  BALANCE.  Df.  Cr. 


Stock.  Head  Office,  1st  January 
„     Branch  J, 
,.     Branch  K» 


;^874 

156 
282 


Head  Office  Purchases 

stock  issued   to   Branches,    Balance 

1st  Jan (a) 

stock  issued  to  Branches  during  year      {b) 

Head  Office  Wages  and  Expenses 

Branch  J 

Branch  K 

Fixtures,  etc.    . 

Sundry  Creditors       .... 

Bank  and  Cash  Balances    . 

Branch  J  A/c,  Stock.  1st  Jan.     .         .    (a) 

„  stock  supplied  during 

year         .         .         .    (6) 

.,  Remittances  for  Cash  Sales 

Branch  K  A/c.  Stock,  1st  Jan.    .         ,   (a) 

„  Stock   supplied   during 

year         .         .         .    (6) 

M  Remittances  for  Cash  Sales 

Dra^dngs  and  Capital 


(NoU,  The  items  in  the  Trial  Balance  marked  (a) 
and  (b)  are  internal  balances  only  which  cancel  out 
in  a  general  statement,) 


The  stocks  at  branches  at  31st  December  are — 

J.     Cost  Price.  ;^120.     SeUing  Price.  ;^160 

K.  „  ;i234.  „  ;^312 

Head  Office  Stock  at  cost    .         .     ;^998 

Write  depreciation  off  fixtures  at  10  per  cent,  for 
the  year. 

Include  branch  stocks  in  the  Balance  Sheet  at 
cost  price  only. 

Prepare  Trading  and  Profit  and  Loss  Account  and 
Balance  Sheet  at  31st  December  and  show  Branch 
Accounts. 


Answer. 

Dr. 


branch  accounts. 


Cr, 


J. 

K. 

By  Remittances 
„  Balance,  Stock, 

31st  Dec. 
„  Goods    to    Bran- 
ches (deficiency) 

J- 

K. 

To  Balance,  1st  Jan. 
„  Supplies 
„  Goods    to    Bran- 
ches (surplus)  . 

£ 
208 
2,456 

£ 
376 
3,630 

9 

£ 
2,499 

160 

5 

£ 
3,703 

312 

£2.664 

£4,015 

£2,664 

£4,015 

„  Bal.,  Stock,  31st 

X^Vf  v*        •                     •                     • 

160 

312 

Dr. 


GOODS  TO   branches. 


Cr. 


To  Branch  J  (deficiency) 
„  Bal.  (Branch  Stocks), 

31st  Dec. 
„  Trading    (Branch 

Sales) 


5 

472 

6,202 


£6.679 


By  Balance,  Branch  Stks, 

1st  Jan.    . 
„   Branches 
„   Branch  K  (surplus)  . 


„  Bal.  (Branch  Stocks) 


584 

6,086 

9 


Note,  The  balances  on  these  accounts  cancel  out 
for  Balance  Sheet  purposes,  branch  stocks  being 
brought  in  to  the  Trading  Account  at  cost  values. 
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I 


Df. 

TRADING 

ACCOUNT. 

Cr, 

To  Stocks.  1st  Jan 

£ 

By  Goods  to  Branches 

£ 

Head  Office 

;^874 

(i.e.  Branch  Sales)  . 

6,202 

Branch  J 

156 

„  Stock.  31st  Dec— 

Branch  K 

282 

1,312 

Head  Office     ;^998 
Branch  J            120 

„  Purchases    . 

•               • 

4.740 

Branch  K          234 

„  Gross  Profit 

•               • 

1.502 

1.352 

;^.554 

;^7.554 

Dr. 


PROFIT  AND   LOSS  ACCOUNT. 


Cr, 


To  Head  Office  Wages  & 

Expenses 
„  Branch  J      do.     do. 
,,   Branch  K     do.     do. 
„  Depreciation 
..  Net  Profit    . 


370 
320 
350 
92 
370 


;^1.502 


By  Gross  Profits 


£ 

1.502 


;^1.502 


BALANCE   SHEET. 


Liabilities. 
Creditors    . 
Capital 

Add  Profit     . 

;^2.800 

370 

2.770 

Assets. 
Bank  and  Cash 
Stocks  .             ... 
Fixtures     .        .        ;(920 
Less  Depreciation     92 

£ 

730 
1.352 

Less  drawings 

3.170 
400 

828 

;^2.910 

;^2.910 

Where,  on  the  other  hand,  the  branch  profits  are 
to  be  calculated  separately  from  those  of  the  head 
office  without,   however,   adoptmg  the  two  column 
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method  of  the  Branch  Accounts,  the  result  is  achieved 
by  means  of  a  Branch  Adjustment  Account  in  which 
the  stock  surpluses  and  deficiencies  and  adjustments  of 
stock  loading  are  entered  to  find  the  true  branch 
profit  and  reduce  the  credit  of  the  head  office  trading 
for  goods  suppHed  account  to  cost  value.  The  profit 
loading  on  stock-on-hand  is  carried  down  on  the 
Stock  Adjustment  Accounts  as  set  off  against  the 
selling  value  of  branch  stocks,  the  difference,  i.e.  cost 
value,  being  carried  to  the  Balance  Sheet. 

Exercise   12.    The  A   B  Co.  Trial  Balance  at  31st 
December  is  as  follows — 


TRIAL  BALANCE. 


Dr. 


Cr. 


Stock  Head  Office 

Head  Office  Purchases      .         .  .         . 

Stock  Issued  to  Branches  at  selling  values 
Branch  J.     Stock,  1st  Jan.,  at  selling  value 

Branch  J.     Stock  Adjustment  A/c,  1st  Jan 

»»       '^'  »»  »» 

Wages  and  Expenses 

Depreciation  written  off  Fixtures 

Fixtures,  etc. 

Creditors         .... 

Bank  and  Cash  Balances 

Branch  J .     SuppUes  during  year  cost  £1 ,850 

„    »'       K.  „  .,  „      j^2.766 

Branch  J.     Remittances 

"  "  " 

Drawings 

Capital,  1st  January 


Stock  31st  Dec.  :  Head  Office  cost  ;^998. 

Branch  J.      „     ^120.     Selling  value,  ;^160. 
..       K.     ,.     ;^234.  .,  .,       ^312. 

Show  final  adjustments  of  accounts,  including  the 
Branch  Stock  Adjustment  Accounts. 

5— (1406a) 


on 
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! 


'   '  ■ 


Answer. 


Dr. 


BRANCH   ACCOUNTS. 


Cr. 


J. 

K. 

By  Remittances 
„  Stock,  31st  Dec.  . 
„  Adjustment  (defi- 
ciency) 

J. 

K. 

To  Stock,  1st  Jan.    . 

iy     VjtOOQS       .           •           • 

„  Adjustment  (sur- 
plus) 

208 
2,456 

376 
3,630 

9 

£ 
2,499 
160 

5 

£ 
3,703 
312 

£2,664 

£4,015 

£2,664 

£4,015 

„  Stock,  31st  Dec.  . 

160 

312 

Dr.      BRANCH   STOCK   ADJUSTMENT   ACCOUNT.       Cr. 


J- 

K. 

J. 

K. 

£ 

£ 

£ 

£ 

To  Branch  J.   (defi- 

By Balance  (reserve 

ciency) 

5 

against  Branch 

„  Balance  (Reserve, 

Stock,  1st  Jan.) 

52 

94 

31st  Dec.) 

40 

78 

„  Goods    to    Bran- 

„ Gross  Profit 

613 

889 

ches  (Profit  on 

Branch  Debits) 

606 

864 

„  Branch    K    (sur- 

plus) 
,,  Balance  (reserve) 

9 

£658 

£967 

£658 

£967 

40 

78 

Dr. 


GOODS   TO   BRANCHES. 


To  Branch    Stock    Adj. 

Account  . 
„  Trading  A/c,  cost  of 

goods     issued     to 

Branches 


£ 

1.470 
4,616 


;^6,086 


By  Branches 


Cr. 


£ 

6.086 


£6.086 


Dr.           HEAD 

OFFICE  TRADING   ACCOUNT. 

Cr. 

To  Stock,  1st  Jan. 
„   Purchases    . 

■               t 
•               • 

£ 

874 
4,740 

By  Goods  to  Branches    . 
„   Stock,  31st  Dec. 

£ 

4.616 
998 

;^5,614 

£5.614 

Dr. 


PROFIT   AND   LOSS   ACCOUNT. 


Cr. 


To  Wages  and  Expenses 
.,   Depreciation 
.,   Net  Profit  . 

£ 

1,040 

92 

370 

By    Branch    Stock   Adj. 
A/c  (Gross  Profit)  . 

£ 

1.502 

1 

£1.502 

£1.502 

BALANCE   SHEET. 


Liabilities. 

Creditors    .        ,       .        . 

Capital — 

1st  Jan.  .     £2.800 

Add  Profit     .  370 


3.170 
Less  Drawings        400 


£ 

140 


2,770 


£2.910 


Assets. 
Bank  and  Cash . 
Branch  Stocks — 

J.         K. 
£160    £312 
Less  Reserve      40        78 


£120    £234 


Head  Office.  Stock  . 
Fixtures,  etc.    . 


£ 

730 


354 
998 
828 


£2.910 


Note.  (1)  For  illustration  purposes  a  division  of 
the  Branch  Adjustment  Account  has  been  made 
above,  but  generally  it  is  not  desired  to  calculate 
the  profits  of  each  branch  separately  and  a  Total 
Adjustment  Account  for  all  branches  is  made. 

(2)  The  cost  is  given  above  of  supplies  to  branches, 
which  figures  are  only  available  when  the  Branch 
SuppUes  Book  records  such  cost.  In  other  cases  an 
all  round  percentage  is  adopted  for  the  entry  debiting 
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the    Branch    Supphes    Account    and    crediting    the 
Adjustment  Account  with  the  loading. 

(2)  Branch  Accounts  on  Double  Column  System. 
This  method  has  been  described  in  Chapter  V  and 
illustrated  in  Exercise  9  in  relation  to  loaded  price 
debits.  The  principles  in  the  case  of  selling  price 
values  are  in  no  way  different,  but  the  resulting 
"  profit  or  loss  "  on  the  invoice  value  column  will,  of 
course,  be  reduced  to  the  value  of  stock  surpluses  or 
deficiencies.  As  the  invoice  value  column  is  not  part 
of  the  double  entry  machinery,  the  adjustment  of  such 
differences  is  carried  no  further  than  the  Branch 
Accounts  unless  it  be  by  way  of  memorandum  for  the 
purpose  of  recording  successive  stock  results  of  the 
branch  managers. 

If  the  double  column  system  is  adopted  in  such 
manner  that  the  invoice  value  column  is  part  of  the 
double  entry  system  and  the  cost  value  column  added 
for  memorandum  purposes,  one  of  the  methods 
referred  to  under  (1)  above  is  adopted  to  adjust  the 
accounts  finally,  the  adjustments  for  loading  being 
readily  obtainable  from  the  Branch  Accounts. 

(3)  Treatment  of  Branch  Expenses.  In  this  chapter 
it  has  been  assumed  that  branch  expenses  are  paid 
by  the  head  office,  either  directly  or  through  a  Branch 
Imprest  Account. 

In  some  cases,  however,  expenses  are  paid  by  the 
branches  out  of  receipts,  and  even  where  the  rule  of 
banking  takings  intact  appUes,  emergency  conditions 
arise  under  which  the  branch  will  break  into  the  takings 
for  expenses. 

This  circumstance  is  one  which  demands  the  closest 
control  and  Hmitation,  a  control  which  can  only  be  made 
effective  by  requiring  a  strict  and  frequent  account  of  the 
expenses  and  forbidding  the  retention  of  any  balances. 


Where,  therefore,  the  takings  are  broken  it  will  be 
clear  that  the  remittances  received  from  branches 
will  not  be  equal  to  the  branch  sales  as  was  the  case 
in  the  exercises  illustrating  this  chapter.  Conse- 
quently the  periodic  returns  from  the  branches  should 
show  the  actual  agreement  of  the  bankings  and 
expenses  paid  with  the  takings. 

Assuming  this  agreement,  entries  are  made  in  a 
Branch  Expenses  Journal  for  the  amounts  paid  out, 
from  which  Journal  entries  the  appropriate  nominal 
accounts  are  debited  and  the  Branch  (or  Branch 
Remittance)  Accounts  credited. 

If  the  system  does,  in  fact,  allow  for  balances  to  be 
retained  out  of  takings,  the  opening  balance  of  cash 
in  each  periodic  statement  must  be  agreed  with  the 
balance  closing  the  previous  statement,  and  at  the 
final  balancing  of  the  accounts  the  closing  cash  balance 
may  be  carried  down  on  the  Branch  (or  Branch 
Remittance)  Accounts  as  a  debit  balance  to  be  included 
in  the  Balance  Sheet  as  "  Cash  at  Branches." 
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CHAPTER  VII 


OPERATING   BRANCHES 


The  feature  of  this  type  is  that  these  branches  are 
spending  concerns  engaged  in  the  production  of  a  crop 
or  mineral  output  which  they  forward  to  seUing 
agents  for  sale.  The  selling  agents  account  to  the 
head  office  for  the  proceeds,  so  that  the  branch  records 
are  simply  those  of  expenditure  against  remittances 
from  head  office,  and  a  statement  of  shipment  of 
output  to  agents. 

These  records  can,  of  course,  follow  the  simple 
designs  of  colunmar  cash  statements,  and  if  the  method 
of  head  office  remittances  follows  the  Imprest  Balance 
System,  the  head  office  incorporates  the  branch 
expenses  in  its  books  as  an  analysis  of  the  cash  remitted 
to  the  branches. 

In  some  cases  the  head  office  remittances  are  in 
figiu*es  only  approximately  equal  to  the  branch  pay- 
ments so  that  these  branch  payments  must  be  brought 
into  the  head  office  books  by  way  of  debit  to  appro- 
priate accounts  and  credit  to  the  Branch  Cash 
Account  in  the  Head  Office  Ledger,  the  latter  account 
being  debited  with  the  cost  of  remittances  and  thus 
recording  any  casual  balance  of  cash. 

Foreign  exchange  complications  usually  arise  in 
connection  with  these  adjustments  so  that  the  branch 
records  require  conversion  into  terms  of  British 
money.  The  rules  for  these  conversions  have  been 
considered  in  Chapter  III,  but  it  may  be  noted  that 
where  the  branch  returns  are  made  at  short  intervals 
the  average  rates  applied  tend  to  fairer  results  than  an 
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average  over  the  year.  It  is  also  desirable  to  keep  the 
Branch  Cash  Accounts  (or  Remittance  Accounts) 
in  double  columns,  one  for  currency  figures  and  one 
for  sterling,  to  increase  the  effectiveness  of  the  check 
on  the  branches. 

Differences  in  exchange  arising  from  these  calcu- 
lations are  frequently  adjusted  by  the  equitable 
spreading  of  the  exchange  difference  over  the  items 
of  the  return,  and  indeed  where  the  remittances 
exactly  equal  the  branch  expenses,  i.e.  where  the 
imprest  system  appUes,  the  average  rate  may  be 
replaced  by  the  actual  remittance  rates,  thus  avoiding 
difference  in  exchange  altogether.  Where,  however, 
a  standard  rate  of  exchange  is  adopted  for  calculations, 
the  conversions  from  currency  to  sterUng  need  be 
performed  only  at  balancing  time,  the  currency 
figures  from  the  branch  being  recorded  meanwhile 
in  a  tabular  Journal. 

Before  this  part  of  the  subject  is  closed,  the  treat- 
ment of  consumable  stores  outlined  in  Chapter  III 
should  be  reconsidered,  as  the  consumption  of  stores 
from  stock  would  form  a  separate  part  of  the  branch 
return.  If  stores  issues  are  stated  in  quantities 
the  purchase  price  will  be  known  to  the  head  office 
in  sterling  figures  so  that  the  apportionment  of  con- 
sumption may  be  at  prices  in  terms  of  £  and  not 
in  terms  of  foreign  currency  subject  to  conversion 
rules. 

Exercise  13.  The  Ceylon  Tea  Planters'  Plantation 
manager  holds  an  imprest  balance  of  30,000  rupees. 
During  each  month  a  supplementary  advance  of 
25,000  rupees  is  sent  to  the  manager,  and  on  receipt 
of  his  expenses  account  the  amount  spent  by  him  is 
refunded  to  him  less  the  interim  remittance  of  25,000 
rupees.    An  account  is  received  from  the  manager 
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for  the  month  showing  the  following  payments.   Show 
the  Head  Office  Record  and  the  Branch  Account. 

MANAGER'S  RETURN  OF  PAYMENTS. 


Plantation  Wages  (planting) 

„  „       (manufacturing) 

Salaries    ..... 
Rates  and  Local  Charges    . 
CooUe  Brokerage  and  Passage  Money 
Hospital  Expenses     . 
Additions  to  Plant    . 

„  Buildings 

Miscellaneous  Expenses  (detailed) 


R 

16.000 

6.000 

2.000 

800 

12.000 

400 

5.000 

10.000 

800 


53.000 


The  Head  Office  Remittances  cost — 


For  25,000  rupees  . 
For  28,000      „      . 


£  s.  d. 

1.666  13  4 

1.808  6  8 

;^3.475  -  - 


The  average  rate  may  be  taken  at  Is.  3|d.  per  rupee. 

{For  Answer  see  next  page.) 

The  postings  to  the  Nominal  Accounts  can  be  made 
from  the  total  column  of  the  record  at  the  end  of  each 
year  or  period,  the  grand  total  being  credited  to  the 
Branch  Cash  Account. 

It  will  be  noted  in  the  exercise  that  an  exchange 
difference  arises  equal  to  the  product  of  the  fractional 
difference  between  the  average  rate  adopted  (Is.  3Jd.) 
and  the  actual  average  rate  on  the  remittances^  The 
adoption  of  the  approximate  average  rate  calculated 
on  the  remittance  experience  keeps  this  difference 
to  the  lowest  possible  margin  and,  indeed,  by  exact 
arithmetical  calculation  it  can  be  entirely  eliminated. 
If  an  exchange  difference  arises  finally  it  may  be 
disposed  of  by  dividing  it  over  the  various  balances^ 
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25.000 
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0 
0 

co" 

U5 

Accounts  19^  • . . 

Planting  Wages    . 
Manufacturing  Wages 
Salaries          •        .        .       . 
Rates  and  Local  Charges    . 
Coolie       Brokerage       and 

Passage  Money 
Hospital  Expenses 
Miscellaneous  Expenses 
Additions  to  Plant 

Do.          Buildings 
Exchange  and   Fractional 

differences,  Dr.  and  Cr.  . 

c 

jn 

"u 

0 

3 
0 

H 

Remittances  on  A/c    . 

Do.         for  Balances  . 
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The  Branch  Account  reads — 

Dr.        CEYLON   PLANTATION   CASH   ACCOUNT. 


Cr. 


Rupees. 

Sterling. 

By  Sundries  as  per 
Plantation 
Cash  Analysis 

Rupees. 

Sterling. 

To  Cash 
„    Do.         .       . 

25,000 

28,000 

etc. 

£  s.  d. 
1,666  13  4 
1,808    6    8 

etc. 

£      :d 

(ind  udes) 
53,000       3,475 

CHAPTER  VIII 


ASSOCIATED  UNDERTAKINGS 

The  many  methods  by  which  various  businesses  are 
linked  together  so  that  a  fund  of  common  interest  is 
created  and  divided  can  only  be  illustrated  in  the 
matter  of  accountancy  adjustments,  by  reference  to 
two  particular  methods,  viz. — 

(1)  Where  branches  work  independently  of  each 
other  and  yet  are  subject  to  the  same  proprietorship 
but  without  having  a  head  office,  each  proprietor 
having  his  capital  and  drawing  accounts  at  the  branch 
nearest  to  him. 

(2)  Where  a  central  pool  of  gross  or  other  returns 
is  made  for  re-division  on  an  agreed  basis  under  a 
contract  for  joint  working  which  provides  for  the 
elimination  of  competition  among  the  firms.  These 
cases  may  or  may  not  involve  the  existence  of  a  central 
"  clearing  pool." 

(1)  INDEPENDENT   BRANCHES   UNDER   SAME 

OWNERSHIP 

The  method  adopted  involves  the  operation  of  inter- 
branch  current  accounts  to  record  inter-branch 
transfers  and,  in  the  final  account,  the  adjustment  of 
transfers  of  profits.  Apart  from  these  internal 
accounts  each  branch  works  to  its  own  Trial  Balance 
as  a  separate  concern  and  a  combination  statement 
of  Profit  and  Loss  and  Balance  Sheet  details  is  prepared 
to  effect  the  final  adjustment. 

Exercise  14.  A  B  and  C  work  branches  of  a 
business  in  Aberdeen,  Birmingham,  and  Chester 
respectively.  The  division  of  profit  is  as  given  on  the 
following  page. 
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A's  shares 
B's 


Aberdeen. 

Birmingham. 

Chester 

4 

1 

1 

1 

3 

1 

1 

1 

4 

6 


TRIAL   BALANCES. 


6 


Debits. 

Aberdeen. 

Birming- 
ham. 

Chester. 

Plant  and  Machinery 

£ 

6.000 

£ 

4.000 

£ 

3.000 

Cash 

Current  Accounts — 

7,200 

5,100 

4,600 

Aberdeen     .          .         .         . 



Birmingham 

•                  •                 • 

1.800 

^„„ , 

Chester 

2.000 

900 

Stock,  1st  January 

6.000 

4.600 

3.600 

Debtors 

12.000 

10.000 

7.700 

Purchases 

40.000 

32,000 

26,000 

Drawings — A  . 

2.200 

_^ 

B. 

2.000 

C  . 

Wages    . 

4,200 

2.700 

1.600 
2.200 

Vanous  Expenses    , 

2.600 

2,000 

1.800 

;^84.000 

;^63.300 

;^50,500 

Credits. 

Aberdeen. 

Birming- 
ham. 

Chester. 

Creditors         .... 

£ 
7,000 

£ 

5,500 

£ 

2,600 

Current  Accounts — 

Aberdeen     .... 

>— 

1.800 

2.000 

Birmingham 

—— 

,.^_ 

dOO 

Sales 

57.000 

43.000 

36.000 

Capital — A      .... 

20,000 

..^— 

1  III     , 

B     ,         .         .         . 

13,000 

.... 

c     .        .        .        . 

— — 

9.000 

1 
i 

;^84.000 

;^63.300 

;^50.500 

Stock,  31st  Decern 

ber  . 

• 

;^5.800 

;^4,600 

;^3.600 

Each  partner  receives  5  per  cent,  interest  on  his 
capital.    Machinery  is  depreciated  at   10  per  cent. 


per  annum.  The  Trial  Balances  are  as  shown  on 
previous  page.  Prepare  Final  accounts  and  provide 
for  the  transfers  of  profits  to  the  partners,  the  capital 
accounts  being  agreed  to  be  maintained  at  the  figures 
shown. 

Dr.     TRADING  AND  PROFIT  AND  LOSS  ACCOUNTS.     Cr. 


Ab. 

B'ham 

Ch'ter 

By  Sales     . 
„  Stock,  31st  Dec. 

By  Gross  Profit  c/d  . 
By  Net  Profit    .       . 

Ab. 

1 
B'hamj  Ch'ter 

To  Stock,  1st  Jan.    . 
„  Purchases     . 
„  Wages  . 
„  Gross  Profit  r/d 

£ 

6,000 
40,000 

4,200 
12,600 

4,600 

32,000 

2,700 

8,300 

3,600 

26,000 

2,200 

7,800 

£ 

57,000 

5300 

£    1     £ 

43.000  36.000 
4,600|   3,600 

62,800 

47,600 

39,600 

62,800 

47.600  39,600 

To  Expenses 
„  Depreaation 
„  Int.  on  capital     . 
„  Net  Profit     . 

2.600 

600 

1.000 

8,400 

2,000 
400 
650 

5,250 

1,800 
300 
450 

5,250 

12,600 

8,300:    7,800 

12,600 

8,300 

7,800 

12,600 

8.300    7,800 

5,600 

1,050 
3,150 
1,050 

875 

875 

3,500 

8,400 

5,250    5,250 

„  B    . 

„  C    .       .       • 

1,400 
1,400 

£8,400 

£5,250  £5,250 

£8,400  £5,250  £5,250 

1             1 

NoU.  (1)  A  combined  Trading  and  Profit  and  Loss 
Account  can  be  added  in  an  extra  column. 

(2)  Inter  branch  transfers  of  goods  are  dealt  with 
through  the  current  accounts,  the  issuing  branch 
crediting  its  Sales  Account  if  issues  are  at  a  profit 
value,  or  Purchases  Account  if  at  cost  value. 

(3)  Each  partner  will  credit  his  own  Current  (Profits 
and  Drawings)  Account  with,  the  share  of  profit 
accruing  to  him  in  his  own  branch  and  credit  the  shares 
of  the  other  partners  to  the  Current  Accounts  of  their 
branches. 

(4)  Each  partner  will  then  debit  each  of  the  other 
branch  current  accounts  and  credit  his  own  Current 
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(Profit  and  Drawings)   Account   with   the  share  he 
should  receive  from  the  other  branches. 

Thus  in  A's  books  the  Current  Account  will  read— 


Dr. 


BRANCH   CURRENT  ACCOUNTS. 


Cr. 


B'ham. 

Chester. 

By  P.  &     L.    (Aber- 
deen) 

„  Balances    due 
from    Branches 

B'ham. 

Oiester. 

To  Balances 
i,  B'ham    Profits      . 
„  Chester  Profits     . 

1,800 
1,050 

£ 
2,000 

875 

£ 
1,400 

1,450 

£ 
1,400 

1,475 

£2,850 

£2,875 

£2,850 

£2,875 

„  Balances 

1,450 

1,475 

Similarly  in  B's  books — 

Dr,  BRANCH   CURRENT   ACCOUNTS. 


Cr. 


Ab.     |Chester, 

By  Balance 
„  P.  &  L.  (B'ham) 

„  Balance  due 
,,  Balance 

Ab. 

Chester. 

To  Balance 
„  Ab.  Profits    . 
„  Chester  Profits     . 
t.  Balance  due 

£ 

1,400 
1,450 

£ 
900 

875 

1,800 
1,050 

£ 

1,050 
725 

" 

£2,850' £1,775 

£2,850 

£1,775 

„  Balance 

725 

1,450 

And  in  C's  books — 

Dr.  BRANCH   CURRENT  ACCOUNTS. 


Cr. 


Ab. 

B'ham. 

By  Balances 
„  P.  &  L.  (Chester 
Profits)      . 

,,  Balances 

Ab. 

B'ham. 

To  Ab.  Profits    . 
„  B'ham  „ 
„  Balances 

£ 
1,400 

1,475 

£ 

1,050 
725 

£ 
2,000 

875 

£ 
900 

875 

£2,875 

£1,775 

£2,875 

£1,775 

1,475 

725 

The  Private  Current  Accounts  in  the  various  ledgers 
will  read — 

PARTNERS'   CURRENT   ACCOUNTS 
Dr,  (in  the  Respective  Ledgers). Cr. 


To  Drawings 
„  Balance     to     be 
drawn 


A. 


£ 
2,200 

6,325 


B. 


£ 

2,000 
4,075 


£ 
1,600 

4,800 


£8,525 


£6,075 


£6,400 


By  Profit  &  Loss 
,,  Aberdeen 
„  Birmingham 
„  Chester 
„  Int.  on  Capital 


„  Balance 


A. 


£ 

5,600 


B. 


£ 

3,150 

1,400 

l,050i       — 


875 
1,000 


£8,525 


875 
650 


£ 

3,500 
1,400 
1,050 

450 


£6,075 


6,325    4,075 


£6,400 


4,800 


BALANCE   SHEETS. — 3  1st  December. 


Assets. 


Cash           .         .         •  • 

Debtors     .         .         .  . 

stock         .          .          .  . 
Plant  and  Machinery  . 

Branch  Current  Accounts — 
Birmingham   . 

Chester  .         .         .  • 


Aber- 
deen. 


£ 

7,200 

12.000 

5.800 

5.400 


Liabilities  and  Capital. 


Creditors   . 

Undrawn  Profits — A 

B 
C 

Capital — A 
B 


Branch  Current  Account- 
Aberdeen 
Birmingham   . 


30,400 

1,450 
1.475 


Birming- 
ham. 


£ 

5,100 

10.000 

4,600 

3.600 


23,300 
725 


Chester. 


£ 

4.600 
7.700 
3.600 
2,700 


Total. 


18,600 


33.325 


Aber- 
deen. 


£ 

7,000 
6.325 


20,000 


24,025 


18,600 


£ 

16.900 
29,700 
14,000 
11,700 


72.300 


Birming- 
ham. 


33.325 


33.325 


£ 

5,500 
4,075 

13,000 


Chester. 


22,575 
1,450 

24.025 


£ 
2,600 

4,800) 

9,000  ) 


Total. 


16,400 

1.475 
725 

18,600 


£ 
15.100 

15,200 
42,000 


72.300 


I.  t 
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(2)  POOL  OF  RESULTS 

Where  associated  undertakings  pool  returns  (sales, 
gross  profit,  net  profits  or  otherwise)  the  accounting 
machinery  is  largely  dependent  on  the  method  adopted 
for  "  clearing  *'  the  balances. 

Exercise  15.  Four  businesses,  A,  B,  C,  D,  pool  the 
following  returns  in  the  proportion  of  the  basis 
indicated.     Show  the  entries  in  the  books  of  A. 


n 


A 

B 
C 
D 


Returns. 


£ 

8.600 
9,200 
7,600 
6.400 


;f  3 1,800 


Basis  of  Division 
Units  (;^1  or  otherwise) 


25 
30 
25 
20 


100 


u. 


Answer. 


DIVISION   BASIS. 

Returns. 

Rateable 
proportion  of 
total  returns. 

Balances. 

Receives. 

Pays. 

A 
B 
C 
D 

£ 

8,600 
9.200 
7.600 
6.400 

£ 

7.950 

9,540 

7,950 

1           6,360 

£ 

340 
350 

£ 

650 
40 

;^31.800 

;^3 1,800 

^,'690 

;^690 
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{a)  Where  there  is  a  separate  Bank  Account  for 
Clearing.  A  and.  D  pay  in  cheques  for  amounts  in  the 
fourth  column,  and  B  and  C  have  cheques  issued  to 
them  for  amounts  in  the  third  column. 


A*s  entries  may  read — 


Profit  and  Loss  (or  section  thereof) 
To  Combination  Account 


Dr. 


£ 

£ 

650 

650 

A  may  prefer  to  record  in  his  books  the  whole  effect 
of  the  pooling  when  his  Journal  entry  will  read — 


Profit  and  Loss 
Combination  Account  (D)  . 
To  Combination  Account  (B) 

It  »*  t(      [y^j 


Dr. 


£ 

650 
40 


340 
350 


The  distinctive  letters  do  not  mean  that  separate 
accounts  are  kept  for  each  party  to  the  combination, 
but  merely  assist  in  recording  the  distribution  in  the 
Combination  Account. 

Under  both  methods  the  Combination  Account  is 
closed  by  the  cash  payment. 

In  the  cases  of  B  and  C  the  entries  have  the  effect 
of  crediting  the  Profit  and  Loss  Account  and  debiting 
the  Combination  Account  with  the  amounts  due  to 
them. 
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(6)  Where  One  Party,  say  A,  acts  as  Distributor  of 
the  Pool.  A  raises  a  debit  against  D  for  £40 
and  credits  in  favour  of  B  and  C  for  £340  and  £350, 
completing  the  double  entry  by  postings  to  the 
Combination  Account. 

He  transfers  his  own  contribution  to  the  Account, 
the  personal  accounts  being  ultimately  closed  by  cash 
settlements. 


(c)  Entries  in  A's  Books  where  one  of  the  Other 
Parties  acts  as  Distributor.  These  will  follow  the 
entries  under  (a)  A's  own  liability  standing  to  the 
credit  (as  would  his  demand  stand  to  the  debit)  of  the 
Combination  Account  for  settlement  by  a  final  cash 
posting. 


The  Journal  entries  are  as  follows — 


I'll 


JOURNAL. 

Dr. 

Cf, 

i 

i 

Profit  and  I.x>ss  Account 

.     Dr. 

650 

D 

•                   9$ 

40 

To  Combination  Account   . 

•                           • 

690 

Combination  Account   .... 

.     Dr. 

690 

ToB 

•                   • 

340 

„   C 

»                  • 

350 

Adjustment  of  Combination  results. 

If  B  had  acted  as  distributor,  the  only  variation 
in  this  book  would  be  that  he  woufd  credit  Profit  and 
Loss  and  debit  Combination  Account  with  his  own 
demand  on  the  pool,  and,  of  course,  bring  A  and  D  as 
debtors  and  C  as  a  creditor.  The  Cash  entries  would 
be— 


Dr. 

C.^ 

To  A 

.,  D 

i 
650 

40 

;^690 

By  C  . 

,,   Balance  retained 


Cf. 


50 


3 

340 

;^690 
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Adjustment  accounts,  55,  56, 

57 
Adjustments  at  head  office — 
Depreciation,  2,  5,  7,  30,  31 
Expenses,  2,  5,  7,  30,  31 
Goods  in  transit,  29,  30,  31 
Goods    returned    and    trans- 
ferred, 28 
Loaded  values  of  stocks,  etc., 
36,  37,  38,  39,  40,  41,  42, 
43,  44,  45,  46 
Manager's  bonus,  6,  8,  30,  31 
Rates  of  exchange,  15,  16,  18, 

20.  22,  23,  60,  61 
Remittances  in  transit,  5,  7, 

14,  29,  30,  31 
Selling  price  values  of  stocks, 
48.  49.  51,  52,  54,  55,  56, 
57,  58 
Tabular  methods,  10,  11 
Allowances  against  stocks,  48, 

49,  50 
Assets  at  branches,  8  {see  Fixed 

Assets) 
Associated  undertakings,  x,  65 
Autonomous  branches,  ix,  1,  9, 

15 
Average  rates  of  exchange,  20, 
21,  62 

Bad  "debts  (conversion  of  cur- 
rency to  sterling),  16 

Balance  sheets,  branches,  3,  26, 
69 

,  general,  8,  29,  38,  52. 

54.  57,  69 

Bonus  to  managers,  6,  8,  30,  31 

Branch  accounts  {see  Current 
Accounts) 

balances,  8 

book-keeping,  4,  25,  48 

capital,  1,  13 

cash  account  (head  office), 


60 


expenses  {see  Expenses) 


Branch  expense  journal,  59 

ledger,  11 

account,  10  {see  also 

Current  Accounts) 

profits,  4,  9,  11 

supplies  book  {see  Goods 


to  Branches  Record) 
— ,  types  of,  ix 


Cash  accumulation,  25 

collection  record,  27 

Clearing  balances,  70,  71,  72 
Closing  head  office  books,  4,  9. 

12,  30,  31 
stocks     adjustments     {see 

Adjustments) 
Columnar  records,  10,  21,  23,  31, 

32,  43,  46,  47,  51.  53,  58.  60. 

63,  64 
Combination  accounts,  70, 71 ,72 
Consolidated  trading  accounts, 

32 
Conversions    {see    Adjustments, 

Rates  of  Exchange  and  For- 
eign Currency) 
Cost  price  basis,  ix,  25 
Credit  by  branches,  48,  49,  50 
Currency  {see  Foreign  Currency) 
Current  accounts,  4,  7,  10,  14, 

19,  29,  30,  31,  34.  42,  45,  46. 

47.  53,  56.  65,  68 

Debtors'  ledger,  27,  34,  35,  48 

Deficiencies  and  surpluses  of 
stock,  50,  51,  55,  58 

Depreciation  at  branches,  2,  6. 
7,  16,  30,  31 

Detail  ledgers  and  subsidiary 
books.  10,  11,  13 

Difference  in  exchange  {see  Ad- 
justments, Rates  of  Exchange) 

Distribution  expenses,  36,  37, 
45,  46,  47 

Double  column  system  {see 
Memorandum  Columns) 
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Exchange  calculations,  16,  17, 

18,  19,  20.  23.  62 
Expenses  of  branches,  2,  5,  7, 

27,  30,  31,  33,  50,  58 

Factory  oncost  charges,  36,  37 
Financial  control,  ix.  25,  48,  50, 

58 
Fixed  assets,  1.  5,  7,  8,  12,  16, 

19.  30,  31 

,  conversions  to  ster- 
ling. 16 

Fixtures  {see  Fixed  Assets) 

Floating  balances  (conversion  to 
sterling),  16,  17,  19.  20 

Fluctuations   in   exchange    (see 
Foreign  Currency) 

Foreign  branches,  ix,  2.  15,  60 

currency.  2.  15.  18,  19.  20, 

21,  22,  23,  24,  60.  61,  62 

Forms :    Branch  Returns.  49 
Plantation   expenses  journal, 

63 
Tabulation    of    branch    trial 
balances.  11 

General  ledger.  10,  13 
Gold  standard.   15 
Goods  received  record,  27 

returned  record,  27 

issued  to  branches  account, 

28.  29.  32,  39.  40.  51.  52,  53 
to  branches  record.  28.  39, 


43,  56.  57 


distribution 


Handling      and 

charges,  36,  37 
Head  office  account,  3,  4.  23 
books,  6,  7,  8,  28,  29, 

30.  31,  32,  33.  51 

(Goods)  Account.  26 

trading  account,  28, 

38.  51 

Imprest,   58,   60,   61    {see  also 

Petty  Cash  Record) 
Independent  branches,  65,  66. 

67.  68.  69 
Inspectors,  50 
Inter-branch  entries,  65 
Invoices,    branch   payments 

against,  25 
Invoice  value  {see  Memorandum 

Columns) 


I  •« 


Liabilities  of  branches,  8,  27 
Limitation  of  branch  book-keep- 
ing, ix.  27.  28.  33.  48.  50 
Loaded  price  "  basis,  x.  36 

Manager's  bonus.  6.  8,  30,  3! 
Manufacturing  account,  37 
Memorandum  columns.  21.  22, 
23,  24.  39,  43.  45,  46,  47.  51, 

58.  64 
Mines.  60 

Mixed  types  of  branches,  x 
Multiple  shops.  48 

Nominal  accounts  (conversion 
to  sterling).   15,   16 

Office  oncost  charges,  36,  37 
Operating  branches,  x,  60 
Over-riding  profit,  26,  37,  38 
Overstocking,  25 
Outdoorman,  50 

Percentage  check.  28.  50 

"  loading,"  38.  44 

Petty  cash  records,  27,  48 
Plantations.  60.  61.  62.  63,  64 
Pooling  results,  65.  70.  71.  72 
Prime  cost  trading  accounts,  37 
Profit      and      loss      accounts, 

branches,  2,  3.  7,  10.  13.  19. 
42 
,  general,  38,  39, 

40.  54 

in  branch  books.  2 

loading.  36.  37,  38 

(or  loss)  in  exchange,  17, 

18.  19,  20.  23,  62 

Purchases  book,  25 

from  head  office  {see  Selling 

Branches) 

Rates  of  exchange  {see  Adjust- 
ments) 

Regrading,  49 

Remittance  account,  4,  5,  7,  12, 
26 

Remittances.  1.  15,  16,  25,  48, 

59.  60 

in  transit,  5,  7,  14 

Requisitions,  48,  50 

Reserves  for  loading.  38,  39.  40. 

41,  42,  43,  44,  45 

Returns  by  branches.  26,  48,  49 


i 


INDEX 


77 


Sales  books,  27 

Selling  branches,  ix,  25,  36.  48 

price  basis,  x,  48 

Standard  currency  units,  15,  21, 

22,  23,  24,  61 
Sterling  {see  Foreign  Currency) 
Stock  book,  48 

in  hand  account,  29,  41 

received  book,  25 

Stocktaking,  50 

record,  27 

Stores  and  exchange  fluctua- 
tions, 21.  22,  23.  24 

Subsidiary  books.  13  {see  also 
Detail  Ledgers) 

Surpluses  and  deficiencies  of 
stocks.  50.  51,  55,  58 


Tabular  entries,  10,  11,  61,  63 
Takings'  record,  27,  48 
Trading  accounts  of  branches,  2, 

3.  6.   10,   13,   19,  38,  39,  41, 

42,  44.  67 
Transfer  of  goods,  28,  67 
Trial  balances,  branches,  2,  11, 

18,  26.  40.  44,  52,  55,  66 


Variation   in    price    for   large 
sales.  49 


Wages  book,  27 

Waste  in  breaking  bulk,  etc.,  49 

Weekly  returns,  48 
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Foreword  by  W.  Eglington.  Founder  and  Editor  of  "  The  British  Export 

Gazette."     In  demy  Svo,  cloth  gilt,  254  pp.     8s.  6d.  net. 
THE   PRINCIPLES   OF  MARINE   LAW.     {See  p.  7.) 
CASE  AND  FREIGHT  COSTS.    The  Principles  of  Calculation  relating  to  the 

Cost  of,   and   Freight  on,   Sea  or   Commercial   Cases.     By   A.    W.   E. 

Crosfield.     In  crown  Svo,  cloth,  62  pp.     2s.  net. 
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BANKING  AND  FINANCE 

™?ll'l  ^/^H^N«!'  AND  BANKING,  in  their  Practical,  Theoretical,  and 

and  Stifd^tfnf  Cn  '^"'P^'''  ^^^i^V'  ^^"^  ^^^^^^''  Business  Men. 
«?  «!li  c^  ^T?^^<^?-     By  ^-  T.  Easton.  Associate  of  the  Instituti 

sine?  Second  Edition.  Revised.     In  demy  8  vo.  cloth  gilt.  312  pp 

ENGLISH'  PUBLIC    HNANCE.    From    the    Revolution    of    1688     With 

c?or^r2orpr  7.°^6^rt?'-  ^^  ''^^^^^  ^-  ^--  ^^  ^-^^^ 

^^  PRAcVf^^  Rv  w  ^™^  FOREIGN  BILLS  IN  THEORY  AND  IN 
Bankers  e!c  ^r  iJrA  ^^;^'f^^'''C^ffi^<^ied  Associate.  Institute  of 
Ts^Gd  net  Edition.     In  demy  8vo.   cloth  gilt.   227  pp. 

^"^S Vn^^^'^^f^'F^^F^^'  ^^  FINANCE.  By  the  same  Author. 
ItrL^A  T;  /^,^«°^y  ?^°'  ^0*^.  375  pp..  with  1  coloured  and  6 
black-and-white  full-page  plates.     Igs.  net 

'^To'*cloth''?o^'"'^'y''i"^«  «^-  ^y  *''«  -»^  Author.  In  cxo,n. 
8vo,  cloth,  108  pp.     88.  6d.  net. 

SJ^h^f^R^k  ^U'  K:  ^'  Bagshaw.  Certificated  Associate  of  the 

Instuu^  of  Bankers.    With  chapters  on  «  The  Principles  of  Cumncy," 

pLv  f;     •     ^JM^^x'r  ^"^"«'^  0/  '*«  /n5«<«/tf  0/  Bankers  ;   and  «  Bank 
Book-keeping  "  by  W.  H   Peard.  Member  of  the  Institute  of  Bank^s^ 
^Ireland.     In  demy  8vo.  cloth  gilt.  397  pp      7s.  U    net 

"'^mvxc''S^T''J^^A^T^^^^^^  By   J.    F. 

to^^et  ^     *^-^'   '°  "^^""^^  ®''°'  *^^°*^  e^^*'  ^^5  pp- 

^'^iL^5^^?^  V^.k^^k'^J-h  ^  Handbook  for  Business  Men  and 
iS^Sfu  .^T**"!?"  "^^^^^^  ^'"' °^  Exchange  Act.  1882  ;  the  Amending 
F^rhfn^f  f^.  Exchange  (Crossed  Cheques)  Act.  1906;  and  the  Bills  of 
ani??^   -^vT^Iv^^^^^J  ^f'  ^^^7-     ^y  J-  A.  Slater.  B.A..  LL.B. 

THE  B^NKFR^'^l^T^Fi^^^^^     ^n^'e^^  ^^°'  ^^°*^  ^^*'  ^^  pp.     Bs    net. 
THE  BANKERS'  CLEARING  HOUSE.    What  it  is  and  what  it  does.     By 
ir.  w.  Matthews.     In  demv  8vo    cloth  gilt    ifis  r»r»      ?«    ftii    ,^^4. 

'*?^?l?!:  f  ""K'TIES  AGa/nST  ADVAnFeI.  '  bVlawIbkcb  A.^oo. 
Ctrtifi^d  Associate  of  the  Institute  of  Bankers.  In  demy  8vo,  cloth 
guc,  izu  pp.     OS.  net. 

BARBS'  ADVANCES.  By  F.  R.  Stead.  Edited  by  Sir  John  Paget. 
K.C.     In  demy  8vo,  cloth,  144  pp.     fis.  net  '  J      "  '^"""i. 

^^mv^L'^^Vt^Tif.^^^^^^^  ^y    A.    WILLIAMS.     In 

0™«^wSr^^!?*^  ^^*'  ^"^^  PP-     «8.  net. 

^^o   Ho.T^^f'^i  J«^^^^i.  ^y  S'^  ^'''  Schooling.  K.B.E.    In  crown 
«.,X«'  *^°*^  ^^*'  ^^^  pp-     2l8.  net. 

TAM8  ON  BANKING  TO  BANK  CLERKS.  By  Harold  E.  Evans. 
iS  -pp      2g  cT  net'  ^«^'»^«^^  q/  BawA^fs.     In  crown  8vo.  cloth. 

^^^^^^"^^^  ^?*S®V^  ^°^P^^*^  Encyclopaedia  of  Banking  Law 
Mid    ft-actice     By    W     Thomson.     Bank    Inspector,    Third    Edition 
R^s^  and  Enlarged  1919.    In  crown  4to.  half-leather  gilt.  642  pp! 

SECRETARIAL  WORK 

™?  ?^T^^^.  f  S^.^'^rS  .^^^^  MECUM.    Edited  by  Philip  Tovey, 
38.  M.  net^      Edition,  Revised  and  Enlarged.     In  foolscap  8vo.  cloth! 
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SECRETARY'S  HANDBOOK.  A  Practical  Guide  to  the  Work  and  Duties 
in  connection  with  the  Position  of  Secretary  to  a  Member  of  Parhament. 
a  Country  Gentleman  with  a  landed  estate,  a  Charitable  Institution; 
with  a  section  devoted  to  the  work  of  a  Lady  Secretary  and  a  chapter 
deaUng  with  Secretarial  work  in  general.  Edited  by  H.  E.  Blain.  C.B.E. 
In  demy  8vo,  cloth  gilt,   168  pp.     Gs.  net. 

GUIDE  FOR  THE  COMPANY  SECRETARY.  A  Practical  Manual  and  Work 
of  Reference  for  the  Company  Secretary.  By  Arthur  Coles,  F.C.I.S. 
Second  Edition.  Enlarged  and  thoroughly  Revised.  With  76  facsimile 
forms,  and  the  full  text  of  the  Companies  Acts,  1908  and  1913  ;  the 
Companies  Clauses  Act,  1845  ;  Companies  (Foreign  Interest)  Act,  1917  ; 
Companies  (Particulars  as  to  Directors)  Act,  1917  ;  and  War  Legislation. 
In  demy  8vo,  cloth  gilt.  432  pp,     68.  net. 

COMPANY  ACCOUNTS.     By  the  same  Author.     (See  p.  1.) 

DICTIONARY  OF  SECRETARIAL  LAW  AND  PRACTICE.  A  Compre- 
hensive Encyclopaedia  of  Information  and  Direction  on  all  matters 
connected  with  the  work  of  a  Company  Secretary.  Fully  illustrated  with 
the  necessary  forms  and  documents.  With  Sections  on  special  branches 
of  Secretarial  Work.  Edited  by  Philip  Tovey,  F.C.I.S.  With  con- 
tributions by  nearly  40  eminent  authorities  on  Company  Law  and  Secre- 
tarial Practice,  including  :  The  Rt.  Hon.  G.  N.  Barnes,  M.P.  ;  F.  Gore- 
Browne,  K.C,  M.A.  ;  A.  Crew,  F.C.I.S.  ;  J.  P.  Earnshaw,  F.C.I.S.  ; 
M.  Webster  Jenkinson,  F.C.A.  ;  F.  W.  Pixley,  F.C.A.  Third  Edition. 
Enlarged  and  Revised.     In  one  volume,  cloth  gilt,  1011  pp.     42s.  net. 

DEBENTURES.  A  Handbook  for  Limited  Company  Officials,  Investors, 
and  Business  Men.  By  F.  Shewell  Cooper,  M.A.,  of  the  Inner  Temple, 
Barrister-ai- Law.     In  demy  8vo,  cloth  gilt,  149  pp.     Gs.  net. 

THE  TRANSFER  OF  STOCKS,  SHARES,  AND  OTHER  MARKETABLE 
SECURITIES.  A  Manual  of  the  Law  and  Practice.  By  F.  D.  Head. 
B.A.  (Oxon),  Barrister-at-Law.  Third  Edition,  Revised  and  Enlarged. 
In  demy  8vo,  cloth  gilt,  220  pp.     lOs.  6d.  net. 

THE  CHAIRMAN'S  MANUAL.  Being  a  Guide  to  the  Management  of 
Meetings  in  general,  and  of  Meetings  of  Local  Authorities  ;  with  separate 
and  complete  treatment  of  the  Meetings  of  Public  Companies.  By 
GuRDON  Palin,  Barrister-at-Law ;  and  Ernest  Martin.  F.C.I.S. 
In  crown  8vo,  cloth  gilt.  192  pp.     4s.  net. 

HOW  TO  TAKE  MINUTES.  Edited  by  Ernest  Martin.  F.C.I.S.  Second 
Edition,  Revised  and  Enlarged.  In  demy  8vo.  cloth  gilt,  130  pp. 
28.  6d.  net. 

WHAT  IS  THE  VALUE  OF  A  SHARE  ?  Tables  for  readily  and  correctly 
ascertaining  (1)  the  present  value  of  shares  ;  and  (2)  what  dividends 
should  be  paid  annually  to  justify  the  purchase  or  market  price  of  shares. 
By  D.  W.  RossiTER.     In  demy  8vo,  hmp  cloth,  20  pp.     28.  6d.  net. 

PROSPECTUSES:  HOW  TO  READ  AND  UNDERSTAND  THEM.  By 
Philip  Tovey,  F.C.I.S.     In  demy  8vo.  cloth,  109  pp.    5s.  net. 

INCOME  TAX 

INCOME  TAX  AND  SUPER-TAX  PRACTICE.  Incorporating  the  Con- 
solidation Act  of  1918  and  the  Finance  Acts,  1919  and  1920.  Fourth 
Edition.     By  W.  E.  Snelling.     In  demy  8vo,  cloth  gilt,     128.  6d.  net. 

INCOME  TAX  AND  SUPER-TAX  LAW  AND  CASES.  A  Practical  Exposi- 
tion of  the  Law.  For  the  use  of  Income  Tax  Officials,  Solicitors, 
Accountants,  etc.     Fourth  Edition  (in  the  press).     By  W.  E.  Snelling. 

COAL  MINES  EXCESS  PAYMENTS.  Guarantee  Payments  and  Levies  for 
Closed  Mines.  By  W.  E.  Shelling.  Demy  8vo,  cloth  gilt,  176  pp. 
12s.  M.  net. 
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TAXATION  ANNUAL.  Deals  with  Income  Tax  and  Super-tax;  Estate, 
Legacy,  and  Succession  Duties  ;  Customs  and  Excise  Duties ;  Stamp 
Duties,  etc.     By  W.  E.  Snelling.     In  demy  8vo,  cloth  gilt.     lOs.  6d.  net. 

EXCESS  PROFITS  DUTY.  By  W.  E.  Snelling.  Sixth  Edition,  Revised 
and  Enlarged.     In  demy  8vo,  cloth  gilt,  516  pp.     2l8.  net. 

SUPER-TAX  TABLES.    By  G.  O.  Parsons.     16  pp.     Is.  net 

THE  «  ABACUS  »  INCOME  TAX  TABLES.  By  E  J.  Hammond.  A.L.A.A. 
2s.  net. 

CORPORATION  PROFITS  TAX.  By  P.  D.  Leake.  F.C.A.  In  a:own  8vo. 
18.  net. 

ECONOMICS 

ECONOfflC  GEOGRAPHY.    By  J.  McFarlane.  M.A.,  M.Com.    In  demy 

mwwl^?;«^«*«^«^K'o  ^^^  PP'  ^*^  ^S  illustrations.     lOs.  6d.  net. 

THE  PRINCIPLES   OF  ECONOMIC  GEOGRAPHY.    By  R.   N.   Rudmosb 

Brown,  D.Sc,  Lecturer  in  Geography  in  the   University  of  Sheffield.     In 

demy  8vo,  cloth  gilt,  223  pp.     10s.  6d.  net. 
OUTLINES  OF  THE  ECONOMIC  HISTORY  OF  ENGLAND.    A  Study  in 

Social  Development.  By  H.  O.  Meredith,  M.A.,  M.Com.,  Fellow  of 
m»^S*^AJcS^^Ifif'  Cambridge.  In  demy  8vo,  cloth  gilt,  376  pp.  78.  6d.  net. 
THE    HlSTORf    AND    ECONOMICS    OF    TRANSPORT.    By    Adam    W. 

KiRKALDY,  M.A..  B.Litt.  (Oxford),  M.Com.  (Birmingham)  ;   and  Alfred 

Dudley  Evans.     Second  Edition.     In  demy  8vo,  cloth  gilt,  364  pp. 

1&8    net 

THE  ECONOMICS  OF  TELEGRAPHS  AND  TELEPHONES.    By  John  Lee. 

M.A.,  M.Com.Sc.     In  crown  8vo,  cloth  gilt,  92  pp.     2s.  6d.  net 
INDUSTRY  AND  FINANCE.     (Supplementary  Volume.)     Edited  by  Adam 

W.  KiRKALDY,  M.A.,  B.Litt.,  M.Com.     Deals  with  the  results  of  inquiries 

arranged  by  the  Section  of  Economic  Science  and  Statistics  of  the  British 

Association.     In  demy  8vo,  cloth.     58.  net. 
TALKS  WITH  WORKERS.    On  Wealth.  Wages,  and  Production.     In  crown 

8vo,  124  pp.,  hmp  cloth.     28.  net. 
PLAIN  ECONOMICS.    An  Examination  of  the  Essential  Issues.     By  G.  Lee, 

M.A..  M.Com.Sc.     In  crown  8vo,  cloth  gilt,  110  pp.     38.  6d.  net. 

ADVERTISING  AND  SALESMANSHIP 

THE  CRAFT  OF  SILENT  SALESMANSHIP.    A  Guide  to  Advertisement 
Construction.     By  C.  Maxwell  Tregurtha  and  J.  W.  Frings      Size 
6|  in.  by  9^^  in.,  cloth.  98  pp.,  with  illustrations.     58.  net. 

THE  NEW  BUSINESS.     A  Handbook  dealing  with  the  Principles  of  Adver- 
tising, SeUing,  and  Marketing.     By  Harry  Tipper.  President,  Advertising 

a  ^^^J.^^^SiU  ^^  Y.?\     }P^  ^^"^y  ^^°'  ^^^*^  ^^^'  4^  PP-     88.  6d.  net. 
SALESMANSHIP.    By  W.  A.  Corbion  and  G.  E.  Grimsdale.     In  crown 
8vo,  cloth,  186  pp.     38.  6d.  net. 

PRACTICAL  SALESMANSHIP.    By  N.  C.  Fowler,  Junr.     In  crown  8vo. 
337  pp.     78.  6d.  net. 

COMMERCUL  TRAVELLING.    By  Albert  E.  Bull.     In  crown  8vo,  cloth 

gilt,  174  pp.     88.  6d.  net. 
THE  PSYCHOLOGY  OF  ADVERTISING  IN  THEORY  AND  PRACTICE. 

By  W.  Dill  Scott,  Ph.D.     108.  6d.  net. 
ADVERTISING  AS  A  BUSINESS  FORCE.    By  P.   T.  Cherington.    In 

demy  8vo,  cloth,  586  pp.     lOs.  6d.  net. 
THE  MANUAL  OF  SUCCESSFUL  STOREKEEPING.    By  W.  A.  Hotchkin. 

In  demy  8vo,  298  pp.    88.  6d.  net. 
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ADS.  AND  SALES.    By  Herbert  N.  Casson.    In  demy  8vo,  cloth,  167  pp. 

88.  6d.  net. 
MODERN  PUBLICITY.    By  A.  W.  Dean.    In  crown  8vo,  cloth.  70  pp. 

28.  6d.  net. 

LAW 

MERCANTILE  LAW.  By  J.  A.  Slater,  B.A.,  LL.B.  A  Practical  Exposi- 
tion for  Law  Students,  Business  Men,  and  Advanced  Classes  in  Com- 
mercial Colleges  and  Schools.  Fourth  Edition.  In  demy  8vo,  cloth  gilt, 
464  pp.     78.  6d.  net. 

COMPANIES  AND  COMPANY  LAW.  Together  with  the  Companies  (Con- 
sohdation)  Act,  1908  ;  and  the  Act  of  1913.  By  A.  C.  Connell,  LL.B. 
(Lond.),  of  the  Middle  Temple,  Barrister-at-Law.  Second  Edition, 
Revised.     In  demy  8vo,  cloth  gilt,  348  pp.     68.  net. 

COMPANY  CASE  LAW.  By  F.  D.  Head.  B.A.  (Oxon),  Barrister-at-Law. 
In  demy  8vo,  cloth  gilt,  314  pp.     78.  6d.  net. 

THE  LAW  RELATING  TO  THE  CARRIAGE  BY  LAND  OF  PASSENGERS, 
ANIMALS,  AND  GOODS.  By  S.  W.  Clarke,  Barrister-at-Law.  In 
demy  8vo,  cloth  gilt,  350  pp.     78.  6d.  net. 

THE  LAW  RELATING  TO  SECRET  COMMISSIONS  AND  BRIBES  (Christ- 
mas Boxes,  Gratuities.  Tips,  etc.).  The  Prevention  of  Corruption  Acts, 
1906  and  1916.  By  Albert  Crew,  Barrister-at-Law  ;  Lee  Prizeman  of 
Gray's  Inn.  Second  Edition,  Revised  and  Enlarged.  In  demy  8vo, 
cloth  gilt,  252  pp.     lOs.  6d.  net. 

BANKRUPTCY,  DEEDS  OF  ARRANGEMENT,  AND  BILLS  OF  SALE. 
By  W.  Valentine  Ball  M.A.,  Barrister-at-Law.  Fourth  Edition. 
Revised  in  accordance  with  the  Bankruptcy  and  the  Deeds  of 
Arrangement  Acts.  1914.     In  demy  8vo,  364  pp.     ISs.  6d.  net. 

PRINCIPLES  OF  MARINE  LAW.  By  Lawrence  Duckworth,  Barrister- 
at-Law.  Third  Edition,  Revised.  In  demy  8vo,  about  400  pp. 
78.  6d.  net. 

GUIDE  TO  THE  LAW  OF  LICENSING.  The  Handbook  for  all  Licence- 
holders.  By  J.  Wells  Thatcher,  Barrister-at-Law.  In  demy  8vo, 
cloth  gilt.  200  pp.     5s.  net. 

RAILWAY  (REBATES)  CASE  LAW.  By  Geo.  B.  Lissenden.  In  demy 
8vo,  cloth  gilt,  450  pp.     lOs.  6d.  net. 

PARTNERSHIP  LAW  AND  ACCOUNTS.  By  R.  W.  Holland,  O.B.E.. 
M.A.,  M.Sc,  LL.D.,  Barrister-at-Law.  In  demy  8vo,  cloth  gilt,  159  pp. 
68.  net. 

THE  LAW  OF  CONTRACT.  By  the  same  Author.  Revised  and  Enlarged 
Edition.     In  demy  8vo,  cloth,   123  pp.     5s.  net. 

THE  LAW  RELATING  TO  THE  CHILD  :  Its  Protection,  Education,  and 
Employment.  With  Introduction  on  the  Laws  of  Spain,  Germany, 
France  and  Italy.     By  the  same  Author.     In  demy  8vo,  166  pp.     58.  net. 

WILLS,  EXECUTORS,  AND  TRUSTEES.  By  J.  A.  Slater.  B.A..  LL.B. 
With  a  chapter  on  Intestacy.     In  foolscap  8vo,  cloth,  122  pp.     28.  6d.  net. 

INHABITED  HOUSE  DUTY.  By  W.  E.  Snelling.  In  demy  8vo,  cloth 
gilt,  356  pp.     12s.  6d.  net. 

THE  LAW  OF  REPAIRS  AND  DILAPIDATIONS.  By  T.  Cato  Worsfold, 
M.A.,  LL.D.     In  crown  8vo,  cloth  gilt,  104  pp.     38.  6d.  net. 

THE  LAW  OF  EVIDENCE.  By  W.  Nembhard  Hibbert,  LL.D.,  Barrister- 
at-Law.     Third  Edition,  Revised.     In  crown  8vo,  120  pp.     78.  6d.  net. 

THE  LAW  OF  PROCEDURE.  By  the  same  Author.  {New  Edition  in 
preparation.) 

BILLS,  CHEQUES,  AND  NOTES.     {See  page  4.) 

THE  HISTORY,  LAW,  AND  PRACTICE  OF  THE  STOCK  EXCHANGE, 
{See  page  3.) 
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BUSINESS  REFERENCE  BOOKS 

BUSINESS  MAN'S  ENCYCLOPAEDIA  AND  DICTIONARY  OF  COMMERCE. 

A  reliable  and  comprehensive  work  of  reference  on  all  commercial  sub- 
jects, specially  designed  and  written  for  the  busy  merchant,  the  com- 
mercial student,  and  the  modern  man  of  affairs.     Edited  by  J .  A.  Slater, 
B.A.,   LL.B.    (Lond.).     Assisted  by  upwards  of  50  specialists  as  con- 
tributors.    With  numerous  maps,  illustrations,  facsimile  business  forms 
and  legal  documents,  diagrams,  etc.     In  4  vols.,  lairge  crown  4to  (each 
450  pp.),  cloth  gilt.     £4  Is.  net. 
BUSINESS    MAN'S    GUIDE.     Seventh    Revised    Edition.     With    French, 
German,   Spanish,  and  Italian  equivalents  for  the  Commercial  Words 
and  Terms.     Edited  by  J.  A.  Slater,  B.A.,  LL.B.  (Lond.).     The  work 
includes  over  2,000  articles.     In  crown  8vo,  cloth,  520  pp.     Bs.  net. 
COMMERCUL  ARBITRATIONS.    By  E.   J.  Parry,  B.Sc,  F.I.C,  F.C.S. 
An  invaluable  guide  to  business  men  who  are  called  upon  to  conduct 
arbitrations.     In  crown  8vo,  cloth  gilt.     38.  6d.  net. 
PERSONAL  EFFICIENCY  IN  BUSINESS.    By  E.  E.  Purington.     In  crown 

8vo,  cloth  gilt,  341  pp.     78.  6d.  net. 
DICTIONARY   OF  COMBDBRCIAL  CORRESPONDENCE  IN   SEVEN  LAN- 
GUAGES:     ENGLISH,    FRENCH,    GERMAN,     SPANISH,    ITALIAN, 
PORTUGUESE,  AND  RUSSIAN.    In  demy  8vo.  cloth,  718  pp.     12s.  6d. 
net.     Third  Edition. 
A  MANUAL  OF  DUPLICATING  METHODS.    By  W.   Desborough.    In 

demy  8vo,  cloth,  90  pp.,  illustrated.     38.  net. 
OFFICE  MACHINES,  APPLIANCES,  AND  METHODS.    By  the  same  Author. 

In  demy  8vo,  cloth  gilt,  157  pp.  68.  net. 
COMMON  COMMODITIES  AND  INDUSTRIES  SERIES.  Each  book  in 
crown  8vo,  cloth,  illustrated.  3s.  net.  Volumes  already  published  on 
Tea,  Coffee,  Sugar,  Oils,  Wheat,  Rubber,  Iron  and  Steel,  Copper,  Coal, 
Timber,  Cotton,  Silk,  Wool,  Linen,  Tobacco,  Leather,  Clays,  Paper,  Soap, 
Glass,  Gums  and  Resins,  The  Motor  Industry,  Boot  and  Shoe  Industry, 
Gas  and  Gas  Making,  Petroleum,  Salt,  Furniture,  Coal  Tar,  Knitted  Fabrics, 
Zinc,  Asbestos,  Photography,  Silver,  Carpets,  Paints  and  Varnishes,  Cordage 
and  Cordage  Hemp  and  Fibres,  Acids  and  Alkalis,  Gold,  Electricity,  Butter 
and  Cheese,  Alummium,  The  British  Corn  Trade,  Engraving,  Lead,  Stones 
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